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Pumps for Atomic Energy 


Heavy water and liquid sodium must not be allowed 
to leak from their operating circuits; one is too 
expensive and the other, when at high temperature, 
is very dangerous. These and other fluids provide 
problems in pump design far outside the knowledge 


or experience of the ordinary pump maker. 


The Hayward Tyler Research and Development 
section — one of the largest in the pump trade — has 


already done a great deal of successful work on 
these and related problems. 


HAYWARD TYLER 


& CO LTD: PO BOX 2: LUTON ENGLAND 
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The world over, you'll find TIME in the hands of those 
who have the deciding hand in business, government 
and the professions. They are the weekly readers of 
TIME’s International Editions, 92 times out of every 100. 


Because these people have the most influence in de- 
ciding what their nations and companies buy —because 
they also have the high incomes to satisfy their own 


You meet the most interested people in TIME 


desires— they are your most interested audience for both 
industrial and quality consumer goods. 


When you advertise in TIME, you can match your 
message to your market. All five English-language 
editions of TIME report the same current news each 
week; the advertising differs in each. Select any com 
bination you choose. Pay only for the editions you use 





TIME, The Weekly Newsmagazion, Time A Lifts Budding. Now Bond Street, London, W. ft. 
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Announcing... 


CATERPI 


_crawler-type Diesel Tractors 


A falf million sq. f. factory will be built at 
Glasgow, Scotland—the first onit in 2 pro- 
@ramme to manufacture Caterpillar crawler 
Tractors for the first time in Britain. 

These first British-built Caterpillar machines— 
to be available in 1958—will be D8 and D4 
Tractors. 

They will be counterparts of Caterpillar’s 
American-made models. American Caterpillar 
is the largest manufacturer of crawler tractors 
in the world. It also produces wheel-type 
tractors, motor graders, scrapers, wagons, 
pipelayers, auxiliary equipment and a complete 
fine of diesel engines and electric sets. 

The present operations of Caterpillar Tractor 
Co. Lid. in Desford, Leicester, will be expanded 


to meet the need for replacement parts for these 
new British-built machines. Parts for both 
American and British-built models will be 
completely interchangeable throughout the 
world. 

Caterpillar is proud to become so much more 
actively a part of British industry. This new 
factory—to employ 1500 workers in its initial 
phase—will do more than contribute to the 
prosperity of the Glasgow area. It will effect 
doliar savings throughout the Commonwealth 
and increase Britain’s exportable commodities. 
It is with genuine pleasure that we combine our 
enginecring, research, manufacturing and other 
technical expericnce with good British work- 
manship. 


CATERPILLAR TRACTOR CO. LTD., DESFORD, LEICESTER 


CATERPILLAR 


Registered Trademark 


€rack-type Tractors + Earthmoving Equipmeat - Parts 
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‘The choice of a watch to be awarded for long 
and loyal service deserves careful thought. 


lsenson’s years of experience in supplying 
Presentation 
posal, and from Benson's you may be sure | Saeenil 
ss ° . ‘ arejrom . 
of selecting a watch that combines excellent . 
in gold and 


craftsmanship with superb design. Write far 








| 

Prices of 
| Benson 
| 


£7.15s. in steel 
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6 1,000,000 
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illustrated catalogue to:— 


PRESENTATION DEPARTMENT 


J.W. BENSON LTD 


25 OLD BOND STREET + LONDON W! 
















{ 
Presentation watches is always at your dis- 











TO TANGIER & 
SOUTHERN SPAIN 


“According to THE FINANCIAL TIMES...” 






Managers quote it, engineers quote it, so do 

sales directors, cost accountants and all whose 
business depends on taking the widest possible view 
of the industrial scene. Day by day 

THE FINANCIAL TIMES Carries information and 
comment that vitally affects their decisions. Try 
reading THE FINANCIAL TIMES for a week. Note 

how many features directly or indirectly affect your 
business, and you'll see why so many men at 


the summit start every day with its assistance. 


*Subject of a report in The Financial Times 
and typical of the many reasons why... 


Men of Industry read 
THE FINANCIAL TIMES 


every day 





Write for brochure to Dapt. E, Tourist Bureau, 
Gibraltar, or from any Travel Agent. 
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No clash will rend the air. The cymbals, we 
might say, are symbolic. Our objective is to remind 


you of the excellence of the things we do. These are:— 










Structural Steelwork 


Wire Fencing of all Types 
















= 
my Woodworking and Joinery 
Sheet Metal Fabrication ar 
“ae WIRE FENCING of all types. We manufacture, supply and erect a -_ ne BOU We 
e welc ; 
chain link and other types of wire fencing, and tubular and steel-framed gates. —— . pitas 
a - . rom Architects, . 
; These are used extensively in Britain and all parts of the world. They line high- c ‘ e : . 
onsulting Engineers, 
ways and railway tracks, enclose factories, farms and private properties, surround - ' . oi va oe AN V i 
> ' unicipal Authoriti 
, tennis courts and sports grounds. Their quality and workmanship remain : 
é ote v : si ig : ond the Hardware Trade 
unsurpassed, 
ae n, Birmingham 
BOULTON & PAUL LIMITED, NORWICH ondo eB) BPIO 
t h : 
= 1 when you require 
5 . 
; B vis: Supe ee j 
et eee a. ROTARY 
ae ee COMPRESSORS & 
= 3 VACUUM PUMPS 
i ee Capacities from 30—2,000 c.f.m. 
: P7 sits ents ees thc ds tank tani indln ed es Ga aad panel ae ae 
LOW-CosTt /“etmanent 
INDUSTRIAL BUILDINGS coed ae 
rdised production techniques rather than * Single spans from 17’ 6° DE AERATORS 
star lardised component sizes now enable every he FO Multi-spans to a 
' Pandex ” Building to be an individual structure vs ci aa a Capacities from 20,000-—450,000 Ibs./he. 
designed and fabricated to suit both your needs ciulin ot thent satltahes, 
: and your budget ventilators. 
: - % Internal lining and sus- 
Building N ted in MANCHESTER. | OCs “oulne®. 
uilding No. 4155 erected in ‘ 
Connpiste Uxltding * halts Sastesumyretading | °-inrcine reine mma st in a wa en ae wo ena 
; 7,440 sq. ft. at £3,131 es. od. * We specialize in buildin ngs 1 
> oa 20,000 sq. i STEAM JET VACUUM 


Please write or telephone our Sales Department for » Services of 
Prechure CS'56 or ask for our Area Manager to call and CONSULTANT ; 1 2 stage for vacua up to 27 H 
advise you. ARCHITECT available, 0) | 3 = 4 stage for abootese prewures 


Re : Leamington Spa 1394 (P.B.X.) j down to | mm.Hg. or less. 
A wy D E X welded steel - framed 


HICK HARGREAVES & CO., LTD. 
BoE ED BUILDINGS 


SOHO IRONWORKS . BOLTON 
(®)LvWELL &CO. lire taaiadande LEAMINGTON SPA | tun 


' EQUIPMENT 









London Office: | Lancaster Place . W.C.2 
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firms know what 
Northern 
Ireland offers 


them?’ + -- 


—asks LORD CHANDOS 


Chairman of the Northern Ireland Development Council 


In my considered judgment the best opening for 
industrial growth in the United Kingdom today 


isin Northern Ireland. But I have been surprised 





‘Do the heads of our expandin 











how few business leaders are aware of it. 


Consider the following advantages: 
8 = Plentiful labour supply. 7 


needs on rental or rebayment. 


Possibility of multiple shifts. 
Little absenteeism: low labour turnover. 


High output per man. 


“sh Ww WN 


25% capital grant for plant, 
machinery and new buildings. 


. Grants toward transfer of machinery 
: to Northern Ireland. 


pone 


One of my own companies, British Thomson- 
Houston, who will be committing their entire pro- 
duction of large turbines to an £8,000,000 plant in 
Northern Ireland, are one of over a hundred firms 
of every size and sort who, since the war, have found 
the answer to their requirements in that Province. 
‘ A hich proportion have extended their original fac- 
| tory or will shortly do so. 

: Send for this Memorandum. ‘The Northern 


x 
Ireland Development Council has ready for distri- 


bution to those interested a Memorandum setting 


Government factories to meet youn 


8 Grants for training and services. 
9 Concession rents. 

10 Coal rebate. 

U8 Housing priorities. 


92 Active help by Government 
depar iments. 





out the facts a business man needs, including some 
examples of the experiences of other manufacturers 
who have started up in Northern Treland. Ask the 
Council * to send you a copy. Read it: then ifasa 
Managing Dire 
me* and I will send my personal representative to 
the Men 


‘tor you want to go further, write to 


First study randum, then 


write to LORD CHANDOS 


Northern Ireland Developmeat Couneil, Dept. E 
13E Lower Regent St., Londen, SW1 
istry of Commerce, Dept. E, Belfast 


see you. 


* or if you prefer, write to the Afi 
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The New Zodiac 


FORD AGAIN SETS THE FASHION 
- -WITH “THE THREE GRACES” 


THE NEW ZODIAC 6-1) THE NEW ZEPHYR (6 cy.) THE NEW CONSUL oi) 
£645 .0.0 pius p.r. £323. i7.€@ £580 .0.0 Prius p.r. £291.7.0 £520.0.0 pus p.7. £261.7.0 


ah 


THE NEW FORD LINE. Breathtakingly beauti- DRIVING IS EASIER AND SAFER... with wide- 
ful. Each of these three new cars—“The Three Graces” 


— is distinctively styled. Each sets the fashion with a 
balanced silhouette—long, low, wide. There’s room for 
six on the soft, wide seats. Sophisticated body colours 
and upholstery patterns complete the picture. 


vision windscreens and wrap-around rear windows. 
New ‘ over-square’ larger capacity engines run at lower 
revolutions with savings in fuel and engine wear. 
Automatic overdrive is available. These new cars 


offer the motoring you dream about at the costs you 
can afford. | 


Nem d pe 


See them at your Dealer's 


The best at lowest cost 
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Last Chance? 


week's reflection on Mr Macmillan’s maiden measures 
A to stop over-spending has not subtracted from their 
virtues. He has declined to look for a way out in the 
cul-de-sac of physical controls which can only shift the pressure 
of the excessive demand and cannot diminish it. He has sought 
instead, as his predecessor did, to cut back the demand by mak- 
ing money dearer and scarcer and by reducing both public and 
private outlay. Combined with a provident and equally 
determined Budget in March, his programme is clearly capable 
of bringing about the comparatively small, but vital, change is 
the distribution of the nation’s energies and resources that is 
needed to cure the economic apoplexy. Whatever reservations 
may be made, the new Chancellor of the Exchequer deserves his 
bouquets. 


Why, then, do so many doubts persist? Why has ft to be said 
frankly that one conspicuous effect of this week's discussions, 
in and out of Parliament, has been to reveal a large question- 
mark over the whole enterprise against inflation? Partly ft is 
precisely because, virtues and all, Mr Macmillan’s measures 
are so familiar. This is the mixture as before and the new dose 
is required because the earlier ones did not do the trick. Why 
should it work this time? No doubt it can be said — indeed, 
looking back, it must be said — that the earlier doses were not 
strong enough and were not prescribed sufficiently soon. For 
this many share the blame: squeezing is distasteful medicine and 
bankers and business men as well as politicians have made wry 
faces. And a decisive contributor to the pressure on the country's 
blood-stream has not been squeezed at all: that is wages. 

The tale is of policy faintly pursuing an inflation that is always 
out of hand; it can be read in the record of rising prices, in 
the bounding imports of the past few months, in the depleted 
reserves of gold and dollars and in sterling's troubles. These, 
indeed, are the reasons for Mr Macmillan's fresh endeavours 
to hold the line. But are they not also arguments, many people 
are now asking, for concluding that he is no more likely to 
succeed, with the same remedies, than Mr Butler? This is the 
64-dollar question. It asks, bluntly, whether inflation and the 
habits it has bred have not gone too far, whether the stake which 
almost every section of the community has claimed im easy 
money and easy work has not become too deeply entrenched 
to be put aside. Can the rot be stopped? 


These questions have to be faced, with all that they imply. 
There is no doubt at all that this country is perfectly able to rid 
itself of inflation provided it has the will to do so; the required 
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Last Chance? 


to stop over-spending has not subtracted from their 

virtues. He has declined to look for a way out in the 
cul-de-sac of physical controls which can only shift the pressure 
of the excessive demand and cannot diminish it. He has sought 
instead, as his predecessor did, to cut back the demand by mak- 
ing money dearer and scarcer and by reducing both public and 
private outlay. Combined with a provident and equally 
determined Budget in March, his programme is clearly capable 
of bringing about the comparatively small, but vital, change in 
the distribution of the nation's energies and resources that is 
needed to cure the economic apoplexy. Whatever reservations 
may be made, the new Chancellor of the Exchequer deserves his 
bouquets. 


Fi week's reflection on Mr Macmillan‘s maiden measures 


Why, then, do so many doubts persist? Why has it to be said 
frankly that one conspicuous effect of this week's discussions, 
in and out of Parliament, has been to reveal a large question- 
mark over the whole enterprise against inflation? Partly it is 
precisely because, virtues and all, Mr Macmillan’s measures 
are so familiar. This is the mixture as before and the new dose 
is required because the earlier ones did not do the trick. Why 
should it work this time? No doubt it can be said — indeed, 
looking back, it must be said — that the earlier doses were not 
strong enough and were not prescribed sufficiently soon. For 
this many share the blame: squeezing is distasteful medicine and 
bankers and business men as well as politicians have made wry 
faces. And a decisive contributor to the pressure on the country’s 
blood-stream has not been squeezed at all: that is wages. 

The tale is of policy faintly pursuing an inflation that is always 
out of hand; it can be read in the record of rising prices, in 
the bounding imports of the past few months, in the depleted 
reserves of gold and dollars and in sterling’s troubles. These, 
indeed, are the reasons for Mr Macmillan's fresh endeavours 
to hold the line. But are they not also arguments, many people 
are now asking, for concluding that he is no more likely to 
succeed, with the same remedies, than Mr Butler? This is the 
64-dollar question. It asks, bluntly, whether inflation and the 
habits it has bred have not gone too far, whether the stake which 
almost every section of the community has claimed in easy 
money and easy work has not become too deeply entrenched 
to be put aside. Can the rot be stopped? 


These questions have to be faced, with all that they imply. 
There is no doubt at all that this country is perfectly able te rid 
itself of inflation provided it has the will to do so; the required 
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adjustment is, on the facts, within easy reach. That 
must be said, and said again. There is no doubt, too, 
that Mr Butler and Mr Macmillan have offered, 
however haltingly or incompletely, the only right 
prescription for a cure. It may be true — and has 
to be recognised — that, if this latest bid to curb 
the undue and distorting demand by monetary and 
fiscal means fails again, other ways will! inevitably 
be sought. Politically, this is possibly the last 
chance for common sense, the last chance in fact 
of getting rid of inflation. For there are no other 
ways. Whatever clamps may be clipped on to 
particular demands the only way of removing the 
inflationary pressure is to remove it. In his 
reasoned rejection on Monday of controls on build- 
ing, imports or prices the Chancellor of the Ex- 
chequer made this quite plain. Even as it is, because 
of the ground already lost against inflation, the 
emergency measures contain ‘features that can 
do only damage to the nation’s’ hopes of future 
solvency and a still higher standard of life. To slow 
down and discourage investment in future pro- 
duction, at this stage in the twentieth century race, 


is a desperate act, excusable only because of past 
shortcomings 


There are two requirements if, at this late hour, 
success is to be won. The first is that Mr Macmillan 
(without sabotage from his colleagues ani the 
party politicians) should continue to believe in the 
policies with which he has bravely begun; he must 
have the conviction of his courage. He must not 
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trail red herrings across his own path by denying 
indignantly, as he did on Monday, “the need 
artificially to create unemployment*. Nobody in 
his senses wants unemployment for unemploy- 
ment’s sake; men simply standing idle are a total 
loss to the community. But men on the move in 
their very many thousands from job to job are the 
mark of a flexible, expanding and prospering 
economy. It is the “rigidity* (to use Mr Macmillan’s 
own word) of brimfull unemployment that is the 
foe — and inflation's favourite companion; this is 
what is “artificial” in our present predicament. The 
task (to quote the Chancellor again) is to repress 
“excess of demand of al] kinds*; that must mean 
repressing the excess of demand for labour as for 
other scarce resources. It must mean calling a halt 
to the chronic bidding-up of wages, costs, and 
prices; it must mean cutting off the wherewithal 
for this endless auction. 


The second requirement for success is thai 
others, as well as Mr Macmillan, should believe in 
the enterprise. This is a moral test for the whole 
nation. Exhortation alone cannot win the victory; 
only the right policies can do that; and these must 
include, essentially, when Budget time comes, 
positive incentives to production and to savings, 
so that consumption makes room for the productive 
investment upon which a lasting success wil! 
depend. No nation can rid itself of inflatior 
without wanting, and working, to do so. 


Challenge from Moscow 


~ | HE most important congress in the history of 

our Party since Lenin’sdeath”. This claim stak- 
ed by Mr Mikoyan will probably stand as the final 
verdict on the Communist grand assize in Moscow. 
In the three years which have elapsed since Sta- 
lin’s death much has been done to weed out his 
heritage. But this twentieth congress marks the 
official funeral of Stalinism, a ceremony organised 
by iconoclasts and unaccompanied by the usual 
laudatory orations. The demigod is buried, together 
with his myth, and the “Short History of the Party”, 
designed to establish the legend of an omnipr-->-nt 
genius, has beer tossed into the grave. Voices have 
been raised for the rehabilitation of his victims and 
for a revival of political forms smothered in the 
quarter of a century of his personal rule: The new 


“collective leaders" do not appear unanimous 
about the speed of the transformation; Mr Mikoyan 
seems to be leading, while Mr Khrushchev, the 
Party secretary, follows. Nor are they necessarily 
aware how far this “return to Leninism” may still 
go. Yet this congress remains the official opening 
of a new epoch in the Soviet Union. 


The far-reaching internal changes foreshadowed 
by the debates are bound to affect Soviet foreign 
policy. Mr Mikoyan admitted that Soviet diplo- 
macy had paid penalties for its Stalinist fetters. 
Nobody would deny that in the last few years it 
has benefited from the recovery of its flexibility. 
Any further changes on the home front must also, 
in the long run, find an echo on the international 
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‘age. Still, the sense of the congress contains less 
‘king novelties in foreign than in domestic 
‘ttairs. Mr Khrushchev, above all a pragmatic pol- 
‘ician, When he surveyed the world scene in a 
virt of his marathon speech, was less concerned 


th charting new country than with restating 


Will 


sherently the principles upon which current So- 


q 


( 


viet action is based. The theory of “socialism in 
, single country“ died even before Stalin; guidance 


had to be offered for the new period. 


[n the first place Mr Khrushchev had to explain 
once again why wars are not “fatalistically inevit- 
able“ and to justify the doctrine of peaceful co- 
existence. In substance his argument was that the 
iiternative to co-existence would be “the most 
destructive war in history“. Thus Mr Khrushchev 
was grudgingly restoring to favour the temporarily 
discredited principle that a nuclear conflict would 
spell the doom of humanity as a whole and not 
ily of the “capitalist world“. Marshal Zhukov’s 

claration that the Soviet Union has now the 
means to deliver atomic weapons to American soil 
provided an immediate explanation why this shift 

no way affected Mr Khrushchev's mood of self- 
confidence. To strike a provisional bargain Russia 
may accept certain concessions (such as the dis- 
mtinuation of nuclear weapon tests), but it seems 
in no mood to agree to any radical changes in 
the status quo, which might turn out to its dis- 


acdivantage. 


Co-existence is not necessarily static. The Rus- 
sians, for their part, show every intention first to 
expand, and then to shift, the no man's land be- 
tween the two groups of powers. It was remark- 
able how Mr Khrushchev adroitly adopted the 
uncommitted countries of South East Asia and the 
Middle East as his friends, describing them as a 
“peace camp“ allied to the ‘“‘socialist’ one, with 
iraternal Jugoslavia“ hovering ambiguously be- 
tween the two. Plainly the Soviet Government 

ends to press on, using all the anti-colonialist 
weapons in the arsenal, the effort to wreck SEATO, 

break the Baghdad Pact and bring about the 
qreatest attainable degree of isolation of the Nato 


WOCTS, 


Mr Khrushchev’'s most original, but also his most 
vaguely formulated, contribution dealt with the 
possibility of establishing “socialism” in certain 

untries by parliamentary means. This departure 

'om the established Marxist pattern could at first 
io0k like a corollary of peaceful co-existence. If 
a revolution may mean war, and war may mean 
world destruction, alternative means of spreading 
Communism have to be found. Mr Khrushchev 
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made the reservation that this victory is only pos- 
sible where capitalism is not strong enough to de- 
fend itself. He made it in terms too ill-defined to 
indicate precisely where Communist leaders intend 
to apply the new formula. It can be read as an 
excuse for the subordination of Communist parties 
in, say, India or Burma, to the interests of Soviet 
policy. Alternatively it can be seen as a blessing 
for the popular fronts in France and Italy, or for 
the political architecture needed to reunite on the 
Soviet plan certain divided countries — Germany, 
Korea and Vietnam. The vagueness may well be 
intentional. 


It is no accident that a large part of this state- 
ment on foreign policy is taken up with an analysis 
of contradictions among the western powers and 
of the prospects of an economic crisis among them. 
He does not deny that some capitalist countries 
may make temporary progress. He even urges the 
need to learn from western technological ex- 
perience. At the same time, he argues that the arms 
drive and the renewal of fixed capital can no longer 
play the expansive role they have played hitherto 
and that the recovery of Germany and Japan has 
made the competition in the world market keener. 
The Russians expect to increase it still further by 
entering the market as exporters of capital goods. 


For this reason, in his opinion, the Soviet suc- 
cesses of tomorrow will not really be prepared in 
chanceries or even in foreign Party headquartefs, 
but essentially through an economic drive to trans- 
form the Soviet bloc into a centre of attraction. 
The truce will be used to cure the agricultural 
crisis, to harness atomic energy and the techno- 
logical revolution to close the gap still separating 
the two blocs. Siberia is to become a major in- 
dustrial centre; the European satellites are to 
benefit from the division of labour among them; 
and, should the truce last a decade or two, Russia 
will call in China to redress the balance of the 
world. How will the West stand up to this econo- 
mic challenge? Some of its member countries, and 
Britain notably, should find it a further stimulus to 
bring back into clearer vision their own investment 
problem, now lost to view in the inflationary fog. 











The printing dispute has brought the pro- 
duction of periodicals in London to a stop. 
This issue of THE ECONOMIST is again 
small and may be late in reaching our readers. 
We regret these inconveniences, caused by 
circumstances beyond our control. 
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AST year the Government's annual statement 
on defence faced for the first time the full stra- 
tegic implications of thermo nuclear weapons; this 
year for the first time it tries to face the economic 
implications. Last year it defined the priorities, 
which have been little modified; this year it lays 
down with somewhat more precision “the devel- 
oping pattern” of the Services which is to conform 
to the priorities of strategy and to the increasing 
cost of new weapons. The looming cost of the new 
weapons — of all the short-run and long-run pro- 
iects which are “showing above the ground" after 
vears of research — is compelling the Ministry of 
Defence and the Services to make hard choices. 
The first choice is how much the country can 
afford to spend on defence as a whole. A limit is 
imposed by the fact that defence production falls 
on the export industries and therefore on the 
balance of payments. Excessive consumption im- 
poses other limits. But it is not simply a choice be- 
tween missiles and butter. For in the cold war the 
economic strength of the West is itself a weapon. 
And upon success in the cold war depends the 
maintenance of the exterior lines and wideflung 
bases which give, and until the coming of ballistic 
rockets will continue to give, the West the advan- 
tage in mounting its thermo-nuclear deterrent. The 
Government has decided, by keeping defence out- 
lay approximately the same, to accept the reduction 
in real resources imposed by the past year's infla- 
tion. Within this total there has been a slight 
redistribution in the spending pattern towards 
research and skilled manpower, in the form of a 
larger allocation to the Ministry of Supply and the 
decision to put up service pay, with substantial 
differentials in favour of men who take long-ser- 
vice engagements, to the tune of £67 million. This 
means that the Services are getting perhaps ten 
per cent less resources in the coming year. 


The roles which these “smaller but better equip-— 


ped” forces must fulfil are roughly in the order laid 
down last year. First priority is of course given to 
the contribution they can make to the Allied deter- 
rent, Noticeably less emphasis is now placed upon 
plans to wage the global war should it occur, partly, 
no doubt, because of the admission that “its course 
would be impredictable after the first intense 
phase.” But readiness to wage such a war 
{including plans for some form of survival under 
H bomb attack) is indispensable to convince the 
enemy that we would not flinch from using the 


Uncalculated Risks 
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deterrent if challenged: to make sure that it really 
deters. Second to the deterrent the Government 
puts the forces’ contribution to winning the cold 
war; if the deterrent deters, strategy requires the 
Communists to use other means to break the 
Westernring of bases. Thirdly, itputs preparedness 
for limited wars (“localised conflicts on a scale 
short of global war”) engineered for the same basic 
purpose of destroying the West's dispersed thermo- 
nuclear bases. 

The contribution to the deterrent consumes ; 
growing proportion of Britain’s resources. The 
R.A.F. must be equipped with the V-bomber 
medium range force capable of taking the H-bomb 
to the enemy; this programme of equipment must 
provide for supersonic aircraft; at the same time 
research and development is to go forward on the 
ballistic rocket which may ultimately supersede 
the manned bomber. Air defence by means of faster 
fighters with air-to-air missiles, and by ground-to- 
air missiles, is only in part to be regarded as pre- 
paration for waging war; it is also part of the deter- 
rent inasmuch as bases must be impervious t 
surprise attack and enabled to remain operationa! 
as long as possible in war. 

The contribution of both the Navy and Army to 
the deterrent is secondary. Less emphasis this year 
is placed on the Navy's offensive and deterrent 
role; there is no reference to equipping its carrier 
strike forces with atomic arms though even in 
limited wars this would be necessary. The four 
divisions in Germany are to “give the best account 
of themselves" in global war, but their real purpose 
of course, is to ensure that no limited war could be 
fought for Germany; their presence is the trigger- 
mechanism of the thermo-nuclear deterrent. The 
main purpose of a reorganised and smaller Navy 
and Army is to patrol the extended lines of the 
free world and to act as a mobile fire brigade to 


localise minor conflicts by the application of the 
minimum force required. 


The crucial question prompted by this pro- 
gramme is whether the resources available can 
possibly stretch to the efficient performance of all 
these tasks. A Navy and Army adequate to all the 
contingencies of limited war must be as up-to-date 
in its equipment and hitting-power as is the stra- 
tegic deterrent. The cost of keeping such forces 
manned is likely to rise almost as steeply as the 
cost of equipment. The Government is basing its 
hopes of manning them with a higher proportion of 
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long-service regulars on pay inducements. The 
increases set out in Monday's White Paper do offer 
the man ready to take a long engagement a 
substantial increase, but wages — like prices — 
are rising all the time, and service pay had already 
fallen far’ behind wages. They may halt the 
disastrous falling off in re-engagements; whether 
they will restore recruiting to the level of even 
1952-3, as hoped, remains to be seen. 

The suspicion that thinking about priorities is 
nol yet sufficiently fundamental is strengthened 
by references in the statement to Britain‘s standing 
‘as a world power”. The deterrent power of the 
West stands or falls as a joint effort; if the facts 
if geography and technology did not prove this, 
Russia's attempts to undermine it would. There 
ire no world powers in the old sense. Rightly or 
wrongly it was held essential last year thal Britain 
should develop its own H-bomb, so that it should 
possess itself the supreme deterrent which redres- 
ses the balance of advantage between a large 
country atomically armed and a smal! one. But 


Mt 


granting this in the light of the peculiar problems 
of Anglo-American co-operation it has to be 
asked, urgently, whether a far greater degree of 
Specialisation in arms and functions among the 


countries of the Western alliance is not now. 


imperative. The Research and Development pro- 
gramme has been pruned to projects “of the highest 
Strategic importance"; which among them also 
wastefully duplicate American work? 


The second necessity is more specialisation in 
function as well as inproduction. Britain's interests 
are world wide, and there are areas where a limited 
attack would be more immediately a British con- 
cern. In some areas British diplomacy is. most 
important in the cold war and should be backed 
by adequate British naval and military power. Can 
this be done if Britain is the make a little of every- 
thing, from atom-powered submarines to missiles, 
to provide the money to maintain the long-service 
regulars, and to keep reserves of men, ships and 


weapons? 


Against Restrictive Practices 


THE FIRST need in commenting on the Restric- 
tive Trade Practices Bill is to remember to 
xpress one’s delight that a Conservative Govern- 

‘nt should have introduced a measure of this 
<ind; it is a great credit to Mr Thorneycroift tha 

has done so. The President of the Board of Trade 

jht to claim that the system of attack that he 
proposes is more comprehensive, and could be 
re effective, than the system outlined in the 
famous majority report of the Monopolies Com- 
mission last summer; according to a Board of Trade 
memorandum “all the known restrictive practices” 
on the employers’ side of British industry will have 
to be justified before the new Restrictive Practices 
Court, and the Board has closed an important 
potential loophole by recognising that an oral 
undertaking can be a restrictive practice just as 
much as a written agreement. 

Even so, the Bill could fail in its liberal intention, 
and indeed leave the attack upon restrictive prac- 
tices even more halting than at present, if care 
is not taken to steer the new system clear of certain 
obvious rocks. The Board of Trade sincerely be- 
lieves that the chosen system of judicial scrutiny 
ot restrictive practices, with “the onus of showing 
that they are in the public interest resting with 
those who wish to continue them", will be speedier 
than the system proposed in last summer's majority 
report — that is, banning restrictive practices but 


only making the ban effective after appeals in each 
individual case and speedier, too, than the pre- 
sentseparate investigation of each industry by the 
Monopolies Commission. The Board may be righ! 
But a ban would have precluded the continu 
registration of fresh agreements, either genuine) 
new or re-drafts of proscribed agreements to ga 
the same effect through a different legal form 
which this procedure will allow. 

The crucial question, however, is not the likely 
speed of the proceedings but the transfer of powers 
of action from the Government to the Court. 
Hitherto, the Government alone has had the power 
to order the discontinuance of particular restric- 
tive practices, after receiving recommendations 
from the Monopolies Commission. Now the 
Government is to pass that power intact tothe new 
bench of “five Juges and not more than nine 
persons having knowledge of or experience in 
industry, commerce or public affairs". Theoretic- 
ally, this should be an advance. The composition 
of the new Court — one distinguished lawyer to 
each two non-lawyers — would be not dissimilar 
to the composition of the present Monopolies 
Commission; that ought to mean that the majority 
judgments they will pass down will be very similar 
also. It is very important that the composition of 
the Court should, in fact, be as liberal as that of 


the present Commission. 
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Uncalculated Risks 


i . year the Government's annual statement 
on defence faced for the first time the full stra- 
tegic implications of thermo nuclear weapons; this 
year for the first time it tries to face the economic 
implications. Last year it defined the priorities, 
which have been little modified; this year it lays 
down with somewhat more precision “the devel- 
oping pattern” of the Services which is to conform 
to the priorities of strategy and to the increasing 
cost of new weapons. The looming cost of the new 
weapons — of all the short-run and long-run pro- 
jects which are “showing above the ground" after 
years of research — is compelling the Ministry of 
Defence and the Services to make hard choices. 

The first choice is how much the country can 
afford to spend on defence as a whole. A limit is 
imposed by the fact that defence production falls 
on the export industries and therefore on the 
balance of payments. Excessive consumption im- 
poses other limits. But it is not simply a choice be- 
tween missiles and butter. For in the cold war the 
economic strength of the West is itself a weapon. 
And upon success in the cold war depends the 
maintenance of the exterior lines and wideflung 
bases which give, and until the coming of ballistic 
rockets will continue to give, the West the advan- 
tage in mounting its thermo-nuclear deterrent. The 
Government has decided, by keeping defence out- 
lay approximately the same, to accept the reduction 
in real resources imposed by the past year’s infla- 
tion. Within this total there has been a slight 
redistribution in the spending pattern towards 
research and skilled manpower, in the form of a 
larger allocation to the Ministry of Supply and the 
decision to put up service pay, with substantial 
differentials in favour of men who take long-ser- 
vice engagements, to the tune of £67 million. This 
means that the Services are getting perhaps ten 
per cent less resources in the coming year. 


The roles which these “smaller but better equip- 
_ ped" forces must fulfil are roughly in the order laid 


down last year. First priority is of course given to 
the contribution they can make to the Allied deter- 
rent. Noticeably less emphasis is now placed upon 
plans to wage the global war should it occur, partly, 
no doubt, because of the admission that “its course 
would be impredictable after the first intense 
phase.” But readiness to wage such a war 
(including plans for some form of survival under 
H bomb attack) is indispensable to convince the 
enemy that we would not flinch from using the 


deterrent if challenged: to make sure that it really 
deters. Second to the deterrent the Government 
puts the forces’ contribution to winning the cold 
war; if the deterrent deters, strategy requires the 
Communists to use other means to break the 
Westernring of bases. Thirdly, itputs preparedness 
for limited wars (“localised conflicts on a scale 
short of global war“) engineered for the same basic 
purpose of destroying the West's dispersed thermo- 
nuclear bases. 

The contribution to the deterrent consumes | 
growing proportion of Britain's resources. The 
R.A.F. must be equipped with the V-bomber 
medium range force capable of taking the H-bomb 
to the enemy; this programme of equipment must 
provide for supersonic aircraft; at the same time 
research and development is to go forward on the 
ballistic rocket which may ultimately supersede 
the manned bomber. Air defence by means of faster 
fighters with air-to-air missiles, and by ground-to- 
air missiles, is only in part to be regarded as pre- 
paration for waging war; it is also part of the deter- 
rent inasmuch as bases must be impervious to 
surprise attack and enabled to remain operationa! 
as long as possible in war. 

The contribution of both the Navy and Army to 
the deterrent is secondary. Less emphasis this year 
is placed on the Navy's offensive and deterrent 
role; there is no reference to equipping its carrier 
strike forces with atomic arms though even in 
limited wars this would be necessary. The four 
divisions in Germany are to “give the best account 
of themselves" in global war, but their rea! purpose, 
of course, is to ensure that no limited war could be 
fought for Germany; their presence is the trigger- 
mechanism of the thermo-nuclear deterrent. The 
main purpose of a reorganised and smaller Navy 
and Army is to patrol the extended lines of the 
free world and to act as a mobile fire brigade to 


localise minor conflicts by the application of the 
minimum force required. 


The crucial question prompted by this pro- 
gramme is whether the resources available can 
possibly stretch to the efficient performance of all 
these tasks. A Navy and Army adequate to all the 
contingencies of limited war must be as up-to-date 
in its equipment and hitting-power as is the stra- 
tegic deterrent. The cost of keeping such forces 
manned is likely to rise almost as steeply as the 
cost of equipment. The Government is basing its 
hopes of manning them with a higher proportion of 
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long-service regulars on pay inducements. The 
increases set out in Monday's White Paper do offer 
the man ready to take a long engagement a 
substantial increase, but wages — like prices — 
are rising all the time, and service pay had already 
fallen far’ behind wages. They may halt the 
lisastrous falling off in re-engagements; whether 
they will restore recruiting to the level of even 
1952-3, as hoped, remains to be seen. 

[he suspicion that thinking about priorities is 
iol yet sufficiently fundamental is strenqthened 
by references in the statement to Britain‘s standing 

is a world power". The deterrent power of the 
West stands or falls as a joint effort; if the facts 
i{ geography and technology did not prove this, 
Russia's attempts to undermine it would. There 
ire no world powers in the old sense. Rightly or 
wrongly it was held essential last year thal Britain 
should develop its own H-bomb, so that it should 
possess itself the supreme deterrent which redres- 
ses the balance of advantage between a large 
country atomically armed and a small one. But 


1 


granting this in the light of the peculiar problems 
of Anglo-American co-operation it has to be 
asked, urgently, whether a far greater degree of 
Specialisation in arms and functions among the 


countries of the Western alliance is not now. 


imperative. The Research and Development pro- 
gramme has been pruned to projects “of the highest 
Strategic importance"; which among them also 
wastefully duplicate American work? 


The second necessity is more specialisation in 
function as well as in production. Britain's interests 
are world wide, and there are areas where a limited 
attack would be more immediately a British con- 
cern. In some areas British diplomacy is. most 
important in the cold war and should be backed 
by adequate British naval and military power. Can 
this be done if Britain is the make a little of every- 
thing, from atom-powered submarines to missiles, 
to provide the money to maintain the long-service 
regulars, and to keep reserves of men, ships and 


weapons? 
i 


Against Restrictive Practices 


THE FIRST need in commenting on the Restric- 
tive Trade Practices Bill is to remember to 
ress one’s delight that a Conservative Govern- 

‘nt should have introduced a measure of this 
‘ind; it is a great credit to Mr Thorneycroft that 

has done so. The President of the Board of Trad 

jht to claim that the system of attack that he 
poses is more comprehensive, and could be 
ve effective, than the system outlined in the 
lamous majority report of the Monopolies Com- 
mission last summer; according to a Board of Trade 
memorandum “all the known restrictive practices’ 
on the employers’ side of British industry will have 
to be justified before the new Restrictive Practices 

Court, and the Board has closed an important 

potential loophole by recognising that an oral 

undertaking can be a restrictive practice just as 
much as a written agreement. 

Even so, the Bill could fail in its liberal intention, 
and indeed leave the attack upon restriclive prac- 
lices even more halting than at present, if care 
is not taken to steer the new system clear of certain 
obvious rocks. The Board of Trade sincerely be- 
lleves that the chosen system of judicial scrutiny 
of restrictive practices, with “the onus of showing 
that they are in the public interest resting with 
‘hose who wish to continue them", will be speedier 
than the system proposed in last summer's majority 
report — that is, banning restrictive practices but 


mniy making the ban effective after appeals in each 
individual case and speedier, too, than the pre- 
sentseparate investigation of each industry by the 
Monopolies Commission. The Board may be right 
B ban would have precluded the continuing 
registration of fresh agreements, either qenuins 

new or re-drafts of proscribed agreements to ga 

the same effect through a different legal form 


which this procedure will allow. 

The crucial question, however, is not the likely 
speed of the proceedings but the transfer of powers 
of action from the Government to the Court 
Hitherto, the Government alone has had the powei 
to order the discontinuance of particular restric- 
tive practices, after receiving recommendations 
from the Monopolies Commission. Now the 
Government is to pass that power intact to the new 
bench of “five Juges and not more than nine 
persons having knowledge of or experience in 
industry, commerce or public affairs”. Theoretic- 
ally, this should be an advance. The composition 
of the new Court — one distinguished lawyer to 
each two non-lawyers — would be not dissimilar 
to the composition of the present Monopolies 
Commission; that ought to mean that the majority 
judgments they will pass down will be very similar 
also. It is very important that the composition oi 
the Court should, in fact, be as liberal as that of 
the present Commission. 
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The codification of factors determining the 
public interest is attempted in Clause 16 of the Bill. 
It lays down seven arguments that a trade asso- 
ciation can use in its attempt to justify a restrictive 
practice. The first of them were expected, but the 
last two are regrettable; they will allow a trade 
association to plead that “the removal of a restric- 
tion would be likely to have a serious and persis- 
tent adverse effect on the general level of un- 
employment in an area“, or that a “restriction is 
reasonably required for purposes connected with 
any other restriction” which the Court has accep- 
ted as in the public interest. It is possible that some 
of the actions that have been taken by the Govern- 
ment under the present system — for example, its 
welcome action against the most obnoxious former 
practices of the calico printers —- could have been 
fobbed off by clever use of these arguments. It 
should be noted, however, that even if the Court 
agrees that any of the seven listed arguments 
applies in any particular case, it must still ban 
the restrictive practice in question if it has opera- 
ted or is 


calculated to operate to an unreasonable extent to the 
detriment of persons not parties to the agreement being 
purchasers, owners or users of goeds produced or sold by 
such parties, or persons engaged in or seeking to become 
engaged in the trade.. 
the public. 


. or otherwise to the detriment of 


A great deal is going to depend on the Courts 
interpretation of the awkward word “unreason- 
able’ in this passage. 


The next two sections of the Bill are rather 
unfortunate. The first will allow manufacturers and 
traders to enforce individual resale price main- 
tenance through the ordinary civil courts; as some 
offset tothis, collective enforcement of resale price 
maintenance — and with it the whole apparatus 
of secret trade courts — will become unlawful on 
the passing of the Bill, and without any right of 
appeal. It is natural that headlines in the popular 
press should have made a great deal of this ban; 
and, by loosening the ties that hold some of the 
most undesirable forms of trade associations to- 
gether, the move may indeed have beneficial 
effects. Its significance, however, can easily be 
exaggerated. To take one example. The most 
objectionable feature of distributive arrangements 
in the motor trade at the moment is-that the in- 
dustry maintains an exclusive list of dealers, not 
that its private court sometimes punishes these 
dealers for inconvenient competitiveness. After 
the passage of the Bill, the industry might still be 
able to persuade the new tribunal that it should 
be allowed to maintain its exclusive list of dealers; 
it might plead, for example, that a motor car is a 
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lethal weapon and that only authorised dealers 
should handle its spares or repairs. If the industry 
succeeded in this plea, manufacturers could then 
enforce maintenance of their individual resale 
prices through the civil courts, and their whole 
restrictive system could work as before. 


How can dangers of this kind be averted? One 
way would be to strike out of the Bill the whole 
new provision for enforcement of individual resale 
price maintenance; but as the Government has 
obviously thought long and hard about this issue, 
to call for that is to bay for the moon. But might 
it not be more possible to mitigate the danger by 
striking out, or at any rate amending, Part III of 
the Bill, which sets out a new restricted function 
for the old Monopolies Commission? The effect 
is to confine the future deliberations of the Mono- 
polies Commission to matters that are considered 
inappropriate for the new Restrictive Practices 
Court. The better course would be to leave the 
Monopolies Commission as a flexible instrument 
that could be used to block up any escape from the 
spirit of the legislation setting up the new Court. 


lf Mr Thorneycroft cannot be induced to scrap 
Part III of the Bill altogether, then might he con- 
sider a compromise amendment? One suspects — 
and even if one’s suspicions are wrong, there can 
be no harm in guarding against them — that the 
principal escape warrens from the spirit of the Bill 
may be through use of the new powers to enforce 
individual resale price maintenance in industries 
where there are relatively few competitors. As a 
long stop to catch these cases, the definitions of 
a monopoly of scale could be widened. 


That is the first amendment that should be 
pleaded for when the Bill comes to the committee 
stage. The second concerns the crucial Clause 16, 
which lays down the seven arguments that may 
be entered as presumptions of the public interest. 
The need here seems to be to write into the wor- 
ding of the Bill Mr Thorneycroft's profession about 
his new system: namely that it is intended to step 
up the tempo of attack upon restrictions, net to 
diminish it. This might be done by inserting the 
suggestion, for the guidance of the new Court, 
that decisions already made by the Government 
on the advice of the Monopolies Commission 
should have the force of case law; when practices 
come before the Court that are in all essentials 
similar to practices that the Government has al- 
ready caused to be discontinued in other industries 
under the present system, then the Court should 
stop them. If these two amendments could be made 
to the Bill, then most doubts about this measure 
would disappear. ‘ 
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Pulling Both Ways in Palestine 


#"] "OO many ends spoil the means”. This useful principle 

becomes axiomatic when applied to policies dealing 
with Palestine. Just as British decisions in mandatory days 
ised to be distorted by regard for Moslem opinion in India 
1 Zionist influence in the United States, so today the State 
epartment, when it approaches the problem of averting a 
econd Palestine war, is torn by considerations extraneous 
o the subject. Notable among these considerations is its 
oncern for the American oil interests in Saudi Arabia — 
their physical defence against attack, secured by means of 
1 leased air base, and their diplomatic defence against the 
whims of the Saudi government. 

Never has this conflict of motives been so apparent as in 
he two decisions taken in Washington last weekend — the 
first to stop shipments of arms to the Middle East and the 
second, barely forty-eight hours later, to permit them again. 
Ag a result of pressure from the Saudi Embassy and in the 
teeth of Jewish protests, eighteen light tanks already ordered 
and paid for by the Saudis have left the port of New York. 
The decision to release them reflects American anxiety to 
negotiate a fresh lease of the air base alongside the oil 
headquarters at Dhahran in eastern Arabia when the present 
lease runs out this year. 

When war clouds hang over the frontiers of Israel there is 
ao substance in any protestation — American or British — 
that small consignments of arms sent to the far end of Saudi 
Arabia or Iraq do not contribute to an arms race. So long as 
war is in the offing Israel is bound to try to match them. For 
if a call for help came from the Arabs on the frontier, neither 
the Saudis nor the Iraqis could refrain from answering it. 
The first American decision, therefore, was responsible, bold 
and detached to a degree that called for admiration; the 
second cannot contribute to peace in the area unless 
accompanied by some firmer guarantee of police action om 
the frontiers than exists at present. 


A Declaration Wears Thin 


RITISH, French and American officials have been meeting 

in Washington to consider how best to reinforce the 
Tripartite Declaration of 1950, by which they bound them- 
selves to “take action, both within and outside the United 
Nations” to prevent infringement of the Palestine frontier 
or armistice lines. They met under some pressure because 
at one point the risk of violation looked considerable, and 
because the Soviet Union punctuated their discussion with 
a statement that their plans were “laid down outside the 
Inited Nations and without the participation of countries 
of the Near and Middle East* and therefore constituted a 
hreat to local independence and security. Splendidly catchy 
Asia, such phrases tend to disregard the fact that the 
three powers would never intervene unless their help was 
osked—as it would be if an attack with superior force took 

lac 8 

The talks beqan in the shadow of a threat on the upper 
Jordan river. A sharing of the waters of the Jordan-Yarmuk 
asin is both the most practical way of bridging the rift 
vetween the Arabs and Israel, and the cheapest way of 
watering an area that must depend on Western finance for 
this development. Three years of American effort have 
rome into a plan over which, alternately. each side hesitates 











while America’s special ambassador, Mr Eric Johnston, tries 
his hand at retailoring the scheme. A week ago, with the 
Arabs still hesitating, the Israel government had said that 
unless they settled for some international plan by March Ist, 
Israel would start drawing off water from the upper Jordan 
to suit a unilateral plan of its own. The Syrians had retorted 
that in this event they would open fire, and the Egyptians, 
piling up Russian arms in the southern desert, had said 
they would come to Syria’‘s aid. 


The menace has been warded off temporarily by Mr John- 
ston’s announcement that he is returning to the area for 
another round of talks, and Mr Ben Gurion’'s statement that 
Israel would wait for him because, if the matter can be 
settled by agreement, “It is better’. Better than what? As the 
incident shows, the choice between peace and war lies in 
local hands unless and_ until the three powers discover 
some way to strengthen a five-year old Declaration that is 
not wearing well. No sign has appeared that they are 
succeeding. 


\ 
Debating the Squeeze 


'R MACMILLAN'’S ‘Little Budget* has given Labour 
the political opening for which it has been waiting. 
The moment for the new leader to sound the charge had to 
be carefully chosen. The row over tanks for Egypt looked 
promising but Mr Gaitskell had to clap a mute into his 
trumpet at the last moment. But Mr Macmillan's economy 
list, if not giving as many openings as had been expected, 
ended with a cut in food subsidies —- and no Labour MP 
worth his salt needs more than that to work himself into 
a righteous lather. Labour's case was more sophisticated 
than this, and the moderate argument for controlling the 
economy instead of squeezing it was put -effectively by 
Mr Wilson backed by Mr Gaitskell's definition of Labour's 
methods as a combination of monetary and physical controls. 
Mr Macmillan’s statement proved a political shot in the 
arm for the whole House of Commons. Both sides found 
themselves defending positions in which they genuinely 
believed. As there was a fundamental divergence of 
opinion, for once they had no need to strain tiresomely 
after artificial differences. Mr Wilson, Mr Jay and Mr Gaits- 
kell hardly overcame the handicap that their particular 
recipe has already been tried and found wanting, but most 
of them spoke whith restraint on the subject of wages and 
showed a proper sense of values by treating the investment 
cut as the most important and questionable point of the 
Macmiilan plan and the subsidy cut as the requiring secon 
dary consideration. 


Mr Macmillian’s speech had to be addressed as much to 
his own supporters as to the Opposition. Tory apprehension 
about the Government's ability to grapple whith inflation 
has been growing. Mr Macmillan has provided some reas 
surances. His repeated championing of “freedom” against 
*controls* met a ready response.- But he has won the 
anxious Tories to no more than benevolent neutrality 
‘amiliarity has bred scepticism about these repeated “crisis 
statements”. So far as they are concerned, the only test of 
Mr Macmillan’s new programme is whether, coupled wits 
the Budaet, it will work. It is possible to detect a new 
realism in the Tory party (or is it the instinct of survival?) 
which will judge Government economic policy by its eud 
products — dollars and voies 
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Young Men on the Rhine 


"| "<8 Free Democrats and Social Democrats have brought 

4. off their coup in North Rhine-Westphalia, Federal Ger- 
many’s most important Land. Their vote of no confidence in 
the government of the Christian Democrat, Herr Arnold, was 
carried on Monday by 102 votes to 96, and a Social Democrat, 
Herr Steinhoff, was elected chief minister. No attempt was 
made to show that Herr Arnold's stewardship had not been 
a success; the blow was aimed openly at Dr Adenauer and 
the Christian Democratic majority in the Bundestag. There 
was much talk of ending “one-party rule“ in Bonn, disregard- 
ing the fact that Dr Adenauer’s party gained an absolute 
majority, and thereby a mandate to govern, +‘ the last federal 
elections. A long history of coalitions causes some German 
politicians to identify parliamentary government with coalition 
government. No doubt that feeling influences the Social 
Democrats. Herr Ollenhauer cannot be acquitted of blame 
for not using the rigid Social Democrat discipline to stop 
this misdeed in Diisseldorf. 

As a result his party finds itself in strange company. There 
has been a palace revolution among the Free Democrats; a 
group of young men, led by the regional party secretary, 
Herr Déring, has revolted not only against Dr Adena but 
against the “dug-outs* in the Free Democrat leadership. 
Whether the men now coming to power in the Rhineland-Ruhr 
were Nazi Party members or not is almost irrelevant. The 
most important point about these new politicians is that they 
belong to the generation which knew nothing but the Hitler 
Youth and the war. Liberalism, the best strand mm the Free 
Democrat make-up, means nothing to them. Herr Déring 
himself was not a Nazi Party member, but went from the 
Hitler Youth to the Labour Service and thence to the army. 
He is largely responsible for the drive to make the FOP in 
the Rhineland-Ruhr the political organ of the “front 
generation”. 

Herr Déring and his friends do not represent a threat of 
@ new Hitlerite dictatorship. German political history is not 
repeating itself exactly: witness Herr Déring’s alliance with 
the Social Democrats. But a danger arises as the lost 
generation presents its demand for power: the dange: of 
nationalist politics with a pressure to cut loose from the 
West. The reaction against Dr Adenauer’s Catholicism may 
strengthen this trend. Anti-clerical feelings necessarily play 
@ part in any alliance of Tree Democrats and Social 
Democrats. So does the demand for an “independent” foreign 
policy. There is little else on which these two partners can 
agree. The surface stability of German politics under Dr 


Adenauer is breaking, and no one knows what new pattern 
will emerge. 


M. Mollet in the Blizzard 


: HE French assembly seems to have had most of fts 

time taken in recent weeks by rowdy debates over 
the unseating of Poujadist deputies whose electoral alliances 
did not comply with the law. It is tempting to argue that 
the Poujadists, as open enemies of parliamentary qovern- 
ment, are the people in all France with the least title to 
invoke the spirit of the constitution against the letter of 
the law. But such an argument is dangerous, and the whole 
invalidation business may well be a tactical mistake. It 
enables the Poujadists to pose in the country as martyrs, 
as honest men made victims by legalistic parliamentary 
cunning. The opportunity to spread tales in the country of 
the wickedness of the Palais Bourbon must help them in 
exploiting unrest in the country; not even their ruffianly 


behaviour in the Assembly will wholly cancel out this 
edvantage. 


Nature has turned against M. Mollet in his attempts to 
get a grip on the task of government. The frost and snow 
have proved a major agricultural disaster. About 3.75 million 
acres of winter wheat are estimated to have been frozen and, 
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as things stand, the crop is expected to reach less than 
65 million quintals, compared with about 103 million quintals 
last year. A third of the frozen land is to be resown to 
ret lace 10 million quintals of the lost crop. Together with 


existing stocks, this should enable home demand to be 
satisfied. But France had become an important exporter 
(last year it shipped 23 million quintals of wheat) and the 


disaster means a drain on the French balance of payments 

Flowers, fruit and vegetables, particularly in the south, 
have also been destroyed. Unless swift counter-measures 
are taken the resultant increases in prices will soon be 
reflected in the cost of living index, which is already near 
the point when the sliding scale of wages comes inte 
operation. M. Mollet, who has placed the maintenance of 
the stability of the franc at the top of his economic pro- 
gramme, may soon be fighting a rearguard action against 
inflationary forces. 


Photo-Finish in Finland 


NLY two votes, the narrowest possible margin, won the 

office of President of Finland for Dr Kekkonen last 
week. Dr Kekkonen, who is leader of the Agrarian party, 
got 151 votes in the final ballot of the electoral college, the 
other 149 going to the Social Democrat candidate, Mr Fager- 
holm. Thus the last round was fought out between the 
representatives of the two parties which have been uneasy 
allies in a coalition government since 1954. 


Ingenious Communist tactics seem to have been the chief 
cause of this. After the first ballot, in which all six parties 
voted for their own candidates, the Communists split their 
votes between Dr Kekkonen and Mr Fagerholm, thus 
ensuring that though neither got an absolute majority they 
both went ahead into the third and last round, which is e 
*“run-off* between the two men left at the top of the list 

The manoeuvre kept out the 85-year-old President Paasi- 
kivi, a compromise candidate who might well have beaten 
Dr Kekkonen if he had got through into th last round 
Having eliminated Mr Paasikivi, the Communists put all 
their votes in the third ballot behind Dr Kekkonen, whe 


then scraped home with the help of a handful of Liberal 
votes. 


Dr Kekkonen is at present enjoying his fifth spell in the 
premiership. He will assume his new office on March fst. 
His chief concern will be to find a government willing and 
able to control the inflationary pressure that has been 
swelling within Finland since the farmers put up food prices 
last month, Already the trade unions have threatened e 
general strike to bring wages in line with the cost of living. 
The new President may call on his runner-up, Mr Fagerholm, 
to head another Agrarian-Social Democrat coalition. But the 
present one has been brought to the point of dissolution by 
the conflict of interest between the farmers and the town 
working class, and Mr Fagerholm would be hard put to it 
to hold the coalition together when Dr Kekkonen himself 
has failed. Another possibility may be seen in the fact that 
in the final ballot for the Presidency most of the right 
wing's supporters voted side by side with the Social Demo- 
crats. Such an alliance could- hardly be long-lived in 
government; but it might endure long enough to impose the 
necessary measures of disinflation. 


The Shape of Labour Government to Come? 


F their hopes had not so often been dashed, Labour MPs 

might see in the rearrangement of Opposition front bench 
duties some genuine signs of harmony at the top. It has 
long been probable that Mr Harold Wilson would become 
shadow Chancellor of the Exchequer. What was in doubt 
was Mr Bevan's reaction. To see the door of the Treasury 
pushed ajar for a younger man would be galling enough, but 
it is only a year or two since Mr Wilson was Mr Bewan's 
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»wn trusty lieutenant. Mr Bevan had three alternatives — to 
stump out of the shadow Cabinet again in a huff, to stay 
morosely in the largely sinecure job of shadow Labour Min- 
ster or to accept the post of party spokesman on colonial 
problems. His choice of the third course should offer him 
nore scope for lusty opposition. It remains to be seen whether 
the new safety valve is adequate to ensure that all the Bevan 
steam is expelled towards the Tories. 


\ppointment as a shadow Minister carries no guarantee 
that the equivalent portfolio will be awarded when Labour 
gets back to power. Between the next election in three or 
four years time and Mr Gaitskell's first essay as party leader 
there could be many changes — in 1948 few Tories saw 
Mr Butler as their next Chancellor of the Exchequer. But 
the shadow Ministers can fairly assume that if they do well 
in Opposition —- which means being intelligent as ‘ll as 
noisy — they will have earned a trial in Government. The 
prospect of Mr Wilson as Chancellor, let alone Mr Robens 
1s Foreign Secretary, may not inspire much confidence, but 
this is the price Labour must pay for Earl Attlee’s conser- 
vatism. It is inevitable that the next Labour Cabinet should 
onsist lergely of men unblooded in Cabinet work. Mr Gaits- 
kell is at least putting them on the scent as soon as he can 


Mr Mintoffi's Next Move 


Ts sritish parliamentary delegation to Malta called for 
a “clear and unmistakeable” indication whether the 
Maltese desired integration with Britain. Both sides in Malta 
now claim that last week's referendum gave them that 
lecisive victory. Mr Mintoff has won 75 per cent of the votes 
cast; the Nationalists claim that the majority of the total 
electorate, whether they voted against integration or simply 
abstained, have shown themselves opposed to it. This seems 
to return to Britain the invidious task of deciding the issue 
and angering half Malta's population, but it would be highly 
unwise for the British government to rush its fences. No 
doubt it is easy (and may be right) to interpret the facts as 
showing that however strong Mr Mintoff may be politically, 
Malta is not clear about integration, but it would be wrong 
in principle as well as inexpedient in practice to decide the 
issue out of hand in this way, and so concede to the Church 
a veto 


The Church's intervention in the referendum undoubtedly 
prevented many voters from going to the polls, but this only 
proves that the Church is widely obeyed. It would be naif to 
assume that all these would have voted against integration; 
were this so, it would have been unnecessary for the Church 
to have set religious conscience against political inclination. 
It is very much a question whether any government, Maltese 
or British, should determine the island's future simply as a 
result of this particular demonstration of the pulpit's power. 
The truth is that, in such circumstarrces, the referendum is a 
poor tool or yardstick. It can reasonably be argued that there 
is a strong case for testing the political feelings of the Mal- 
tese electorate again in a way in which they would be less 
obscured by the Church's influence. Mgr. Gonzi will hardly 
urge his flock to refrain from voting in a general election; 
and he will find it less easy to get voters to support a man 
whose views they do not like only because he has Church 
backing than to get them to resolve a conflict of loyalties by 
simply staying at home. 


Mr Mintoff could now appeal to the country again by 
resigning and forcing an election. He may be tempted to 
maintain his point of view in power and to turn to harrying the 
British government, but that would not bring integration and 
would not unite Malta. The British government, on the other 
hand, should not give him an excuse to resign and turn 
igainst Britain by deciding the issue in favour of the Church 
2 what is a highly equivocal expression of Maltese feelings. 
It is for the Maltese to decide; they have not yet done so, but 
they should be made to do so. 


Facing the Music 


HE BBC is to be congratulated on its firm handling of the 

Musicians’ Union. This union has long, tried to get the 
best of two worlds. It enforces a very rigid closed shop and 
has successfully limited the use of gramophone records as 
opposed to live performances. But it is also making the most 
of the newly established competition in television. It is try- 
ing to force the BBC to raise the fee of each member of an 
independent band or orchestra from £3 to £6 each per- 
formance, and at the same time to reduce the hours worked 
for the higher fee. This large claim was turned down by the 
BBC, although it does not object to a higher fee as such. Last 
week, therefore, the union instructed members of independ- 
ent bands and orchestras not to appear on BBC television, 
nor, after the end of this month in sound broadcasting either. 
The staff orchestras could continue to work for radio if 
they did not fill in gaps left by the withdrawal of the casual 
musicians; and with this proviso in mind, they were not to 
take part in any recorded programme unless the BBC would 
undertake not to use it after February 29th, when the casual 
musicians extend their ban to sound broadcasting. This 
undertaking, designed to prevent the creation of a stock of 
recordings, the BBC very properly refused to give. In con- 
sequence the BBC symphony orchestra and a variety 
orchestra refused to work and were promptly suspended. 


But the musicians, having taken blow for blow, were 
ready and willing to take part in talks at the Ministry of 
Labour, as a result of which it was decided that the dispute 
could be settled by further negotiation, and that normal 
working should be resumed meanwhile. The BBC's strength 
is that in the last resort people can do without music. fn this 
respect it has the advantage over other public corporations; 
but all the same it is good to see a nationalised enterprise 
for once making a stand against union demands. 








Trust the People 


It has been said, what is wisdom in an indi- 
vidual cannot be folly in a state; and as the shoe- 
maker finds it advantageous to make only shoes 
and buys his clothes of the tailor, so it is politic in 
nations to make one thing and buy another. In like 
mapner, what is unwise inGovernments as to making 
reciprocal commercial treaties, cannot be wise in 
their other dealings. A more lively trust conse- 
quently in the people, that they will do tolerably 
well and do tolerably right if left pretty much to 
themselves that they will be prone, as indeed all 
experience proves, to follow the fashion in morals 
and dress set them by the upper classes, while they 
are equally and, naturally prone to resist all direct 
attempts to coerce them into goodness — more confi- 
dence, fewer penalties, and better example would 
be more efficacious in diminishing crime than any 
number of severe laws or rigid reformatories. The 
mind is like a rod of wire, to be bent in any form 
and direction a manipulator pleases. It is governed . 
by its own laws, one of which is, that all men as the 
rule desire alike, and what one desires another 
desires. Thus the very anxiety displayed by the 
legislator to force the mind of others in one direc- 
tion, and his intentions and exertions to produce 
good, result very often, as we know from experience, 
in driving men into evil. 


The Economist 


February 23, 1856 















pth HEE ES 
ews AE nat 


Lt 


he 


‘apes 


A eae 


es 


APPA MEDIO ex 


Arms and the Japanese 


T will soon be time for the United States and Britain to 
make up their minds whether they want to see Japan- 
ese rearm. A bill has been introduced into the Japanese Diet 
which, if passed, will set up a council changed with recom- 
mending changes in the present constitution. This irks the 
ruling Liberal-Democyat party because, among other things, 
it leaves the Emperor in a constitutional limbo and is vague 
about the Cabinet's authority to dissolve the Diet. Its word- 
ing, too, smacks more of Philadelphia than tof Tokyo; this 
is not surprising, since it was written virtually to American 
dictation. 


But the Chief Japanese objection plainly concerns Article 
9, which renounces war and forswears tne creation of an 
army, @ Navy or an air force. To change Article 9, or any 
part of the constitution, the government needs a two-thirds 
majority of the Diet. The Socialists, who are fiercely hostile 
to rearmament, hold a little more than the necessary one- 
third of the seats to obstruct it. They might do better still if 
an election were fought on the issue. Now, however, the 
Liberal-Democrats are hoping to improve their parliamen- 
tary position by changing the electoral system to single- 
member constituencies 


Japan evades the strict letter of the law at present by 
naintaining a limited, volunteer “self-defence force’. This, 
however, is only 200,000 strong (in a country with nearly 
twice the population of Britain) and it is generally agreed 
n Japan that any major expansion of the armed forces will 
have to wait for a change in the constitution. The approa- 
ching constitutional battle may be violent and disruptive. 
In deciding where its sympathy lies thee West should be- 
ware of the oversimplified logic which says that what was 
necessary in Germany is desirable in Japan also, It may 
prove to be true that peace can be preserved in the western 
Pacific only by a balance of armed power in which Japan 
must play a part. But at the moment the decisive factor is 
American air and sea power in and around Japan, and the 
Americans have already secured their bases through the 
mutual security treaty they signed with the Japanese in 
1951. Against the uncertain military advantages of rear- 
mament must be weighed the danger that it will stimulate 
the revival of Japanese nationalism. If Mr Hatoyama presses 
ahead with his plans, they are likely to provoke a twinge 
of conscience abroad as well as at home. 


Euratom Hangs Fire 


T will be a pity if the competitive haste which both the 
Six and the OEEC showed to be first in the atomic field 
now gives way to a reluctance to take the hard decisions. 
The meeting of the Foreign Ministers of the Six in Brussels 
earlier this month was a disappointment. M. Spaak’s drafting 
committee had still not got its report into final form and the 
basic decisions on Euratom were put off until it is completed. 
The principal issues—whether atomic energy shall be 
developed for pacific purposes only, to what extent the 
proposed European Atomic Energy Commission will have 
supranational powers, and whether it will be the sole owner 
of fissile material within the community—are well enough 
identified by now for the Ministers to have given a clear 
lead, regardless of the state of drafting. But even-M. Spaak 
appears to have shied away from the supranational label and 
to have felt that a compromise on the “peaceful” principle, 
such as an understanding that the decision not to produce 
atomic weapons would be reviewed in thrée years, was 
worth considering. 


The Six will meet again in the latter part of March. The 
talks on Franco-German questions, opened in Paris this week 
by M. Pineau and Herr von Brentano, have made a bad start 
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and have been adjourned to March 3rd. Their difficulties 
ought not to be allowed to justify further postponement by 
the Six. It would be wise to resist any temptation to tie the 
hoary problems of the Saar or the canalisation of the Moselle 
to agreement on atomic energy development. The longer 
France and Germany hesitate, the further behind will they 
enter the next industrial revolution. 


The OEEC Ministers meet in Paris on Monday to discuss 
the place of that organisation in the development of atomic 
energy. The OEEC need not stand still while the Six 
deliberate. There is every reason for pushing ahead with 
those aspects of the OEEC plan which do not irrevocably 
prejudice an ultimate decision by the Six to pool their 
efforts. There are eleven European countries, including 
Britain, in the OEEC besides the Six; regardless of the fate 
of Euratom their plans will profit by coordination. Further, 
progress in OEEC will help to make plain to the Six that the 
Euratom decisions need to be taken boldly and quickly if 
they are to be taken at all. A situation must be avoided in 
which the Six, in the name of Euratom, might agree to little 
more than could be agreed upon on the wider European 
basis, and in which the advantages of the broader cooperation 
might be sacrificed to a catchword without real content. 


Uncertain Cutlook in Greece 


R Karamantis, confounding many prophets, scraped 
home by a narrow margin in the Greek elections on 
Sunday. According to the latest results, which are incom- 
plete, his Radical Union gained 155 out of the 300 seats; 
142 went to the Democratic Union, the heterogeneous oppo- 
sition bloc formed purely for electoral reasons, and three 
to independents. The Communist-dominated EDA, which 
fought as a member of the Democratic Union, won seven- 
teen seats. The most distinguished individual casualties 
were two former ministers, Mr Markezinis and Mr Stepha- 
nopoulos, neither of whom was associated with either of the 
two main groups 


Although Mr: Karamanlis won a majority of the seats he 
received less than half of the votes cast; this will weaken 
his standing in the country, especiaily as his opponents had 
denounced the electoral |aw as a device to push Mr Kara- 
mantis back into power. He wilt bably profit from the 
tendency of some Greek poli! gravitate towards the 
dominant party, but equally he may before long suffer from 
the fatal fissiparous urge of others; unlike the Greek Rally, 
which in 1952 won 239 seais, the Radical Union has no fat 
to lose. He cannot count on any accession of prestige from 
Cyprus. Already he has been violently attacked for giving 
ground on Cyprus and for allowing self-government to take 
the place of self-determination; but any realistic alternative 
to continued deadlock does in fact lie in putting self-govern- 
ment first. In any case, no Greek government now would be 
as well placed as was the Papagos government to take 4a 
tough line over Cyprus, Greek politicians have associated 
with crypto-Communists for electoral advantage and Greece 
faces the prospect of a new period political instability. This 
is poor support for those, both in this country and in Greece, 
who maintain that the Western headquarters in the eastern 
Mediterranean would be as safe on a Greek as on a British 
island. 


Probably the best chance for stable government in Athens 
lies in a coalition between the Radical Union and one of the 
centre parties, in particular Mr Venizelos’s Democratic Libe- 
ral party. This would hardly be possible at once. But there 
is nothing of sv stance that need prevent the two from joi- 
ning forces, when the electioneering passions have faded, 
to tackle the pressing economic problems that have been 
almost entirely overlooked in the campaign. 
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Responsibility redistributed 


The possession of money carries with it responsibility. When a large 
part of the country’s income was in comparatively few hands, a proportion of 
it was regularly invested. Thus was British industry developed. 
Today, the nation’s income_is more evenly distributed—ard the responsibility with it. If money is to keep its value 
everyone must save. Many do so already through, Life Assurance, one of the country’s greatest 
sources of development capital. The steady growth of these investments is a measure of the people's faith in the 


integrity of British Life Assurance—a faith justified by a long record of sound direction and management. 


Life Assu ran ce a safeguard of real prosperity 


Issued by The Life Offices’ Association, London. Established 1889. 
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Hanging Sentenced 


AST week's vote in the House of Commons to abolish 
capital punishment was a victory for the cause of public 
decency. The amendment, which was carried by a majority 
of 31, proposed abolition or suspension for an experimental 
period, but Mr Butler made it clear that suspension is, rightly, 
out of the question. It would be quite wrong and futile for 
the issue to be reopened in, say, five years’ time. Government 
policy with regard to the reprieved murderers of the future, 
a few of whom will be very different characters from those 
reprieved hitherto, ought not to be hamstrung by the pos- 
sibility that capital punishment will be reimposed. Last 
week's verdict against hanging was, it is to be hoped, as 
final and irrevocable as the death penalty itself. 


it is true that the promised legislation will have to pass 
the House of Lords with its block of judges who are strongly 
opposed to abolition. But it seems unlikely, even if there 
had been no shift of opinion within the upper House itself, 
at it will attempt to resist the coming measure. In 1948, 
hen the House of Lords opposed a free vote of the Commons 
n the same issue, it was rejecting merely one clause of 
Bill, a clause, moreover, which had been resisted by almost 
| the leaders of the two big parties. This time, if the peers 
sh to resist abolition, they will have to throw out the Bill 
if, and though it will not have the Government's blessing, 

i will nevertheless be a Government Bill. 


Opinion in the Commons has, too, become much more 

ear cut than in 1948. Then, although abolition was largely 

rried by Labour votes, as many as 74 Labour members 
voted with their Government against abolition. Last week 
only eight Labour members voted against abolition. Of the 
Conservatives, nearly three times as many voted for abolition 
ast week as in last year’s debate, which had shown a slight 
hardening of Conservative opinion, compared with 1948, 
in favour of retaining the death penalty. The new shift in 
the Conservative party towards abolition is all the more 
remarkable in view of the terms of the Government's motion, 
which might have been expected to win over many waverers. 


't almost certainly reflects a change in opinion in the country 
as a whole. 


A Ration of Psephology 


HE turn-out of voters in all three by-elections last 

week was surprisingly high (over 60 per cent in each 
case) but only at Taunton did the electorate provide a real 
shock for the Tories. In the other two elections, at Gains- 
horough and Hereford, the Liberals made striking advances 
“ompared with the last general election, but at the expense 
of both parties. They took rather more than two Tory votes 
for each vote they took from Labour at Gainsborough, and 


By-Elections in this Parliament 
Percentage swing to: 


Lab Cons Liberal 
Gateshead West +11/¢ —I1'/4 —~ 
Greenock +2"/¢ —2'/4 — 
Torquay —'/4 —9'/4 +9'/2 
Blaydon + 3'/s —3'/2 -- 
Leeds North East —15/4 + 13/4 — 
Gainsborough —6'/2 —15 +21'/2* 
Hereford —4 —F'/2 +11)/2 
Taunton +9'/2 —1/4 —B8'/st 


* No Liberal Candidate at General Election. 
t No Liberal Candidate at By-election. 


rather less than that proportion at Hereford; this was quite 
a “normal” pattern for any Liberal gains. At Taunton, how- 
ever, the Liberals, who had taken 8'/s per cent of the poll 
at the general election, this time stood aside. The Labour 
candidate, aided perhaps by a split in the Conservative 
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organisation and an improvement in his own, not only secure: 
the whole of the former Liberal share of the vote, but mark««: 
up a 1'/« per cent gain from the Conservatives as well, 0: 
a poll of over 70 per cent. 


The accompanying table shows the swings that have be« 
recorded in the eight by-elections in this Parliament, al! o! 
which have been held in the last three months, Two points 
stand out. One is the improvement of the Liberal vote. 
Although one would like to think that this is a real sign of 
Liberal revival, it is much more likely to be a reaction to 
the Government's bigger majority at Westminster; peopie 
are not as frightened as they were in 1950-55 of voting [or 
the candidate they most like, because it would no longer 
seem to them to be a national tragedy if this helped the 
candidate they most dislike to get in. The same feeling may 
have lain behind some of the less deliberate Tory abstentions 
in past elections and have helped to explain the second point 
shown by the table: which is that (with the exception of 
a very low poll in Arctic conditions in North East Leeds the 
week before last) there has been a genuine, if erratic, swing 
from Conservative to Labour since last May. Meanwhile, on 
reading the table and as a very distant prospect, the reader 
may like {or dislike) to be reminded that it will require a 
swing of just over 2 per cent from Conservative to Labour 
spread evenly across the country, to secure a change of 
Government at the next general election. 


Economics of Europe 


AST year the OEEC produced an annual report exullan 

in the ebullience of the European economy and stam- 

ped with a refreshing freedom from the heavily qualified 

statements that make most official reports such dreary rea- 

ding. Uneasiness at the signs of strain and “over-buoyancy 

this year finds expression in a more orthodox but much les: 
interesting annual survey.* 


Although plainly worried at the signs of inflation in too 
many European countries the report chalks a line between 
alarm and complacency, and prescribes early, but not dras- 
tic, governmental intervention. Satisfaction with the remark- 
able expansion of the last three years — the indications are 
that output in 1955 will have exceeded the rise of five per cen! 
recorded in each of the preceeding two years — is tempered 
by the warning that with the present full employment of 
plant and labour in many countries this rate of expansion 
is not likely to continue. The report contains useful details 
on European trade patterns and on changes in the balances 
of payments. Here the most interesting development is the 
continued expansion of trade among member countries, both 
absolutely and relatively to the increase in trade with the 
rest of the world: “Never, so far as records are available, 
have member countries drawn such a high proportion o! 
their imports from each other”. The most disturbing deve- 
lopment is the growth in the deficit in the non-military 
current balance with the dollar area, which for the first half 


of 1955 was back at the familiar annual rate of about 2 billion 
dollars. 


The report is rather a statistician’s review than an econo- 
mist’s appraisal, Its plan — the activities of the organisation 
are dealt with in a separate chapter instead of related to the 
economic developments of the year — reflects the fact that 
many of the basic economic decisions are now made outside 
the organisation rather than centred upon it, as they were 
a few years ago. This is only in part a sign of economic 
health. In many ways the most interesting discussions 
which now take place in the OEEC are the periodic meetings 
of the economic advisers at which, with no publicity, t-ey 
speculate together about trends and the future. An annua! 
report which also dared to use the crystal ball might he'p 
the organisation as well as the reader. 


* “Seventh Report of the OEEC, Economic Expansion and its Problems 
298 pages. HMSO. 7s 
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The Great Plough-Up 


AGRICULTURE: HISTORY OF THE 
SECOND WORLD WAR, UNITED KING- 
DOM CIVIL SERIES. 


By Keith A. H. Murray. 


Her Majesty's Siationery Office and 
Longmans. 


434 pages. 30s. 


S JPERFICIALLY at least, the history of 
British agriculture in the last war was 
ene of successful adaption and triumph- 
ant achievement. The core of agricul- 
tural effort, the great plough-up, proceed- 
ed by steady strides to the harvests of 
1943 and 1944 when the output of the 
main crops was almost twice its prewar 
size. This enabled the nation, at the 
peak of the war, to cut its food imports 
by half and still to consume almost as 
many calories as previously. Whatever 
criticisms may be made, British agri- 
culture did bring forth its greatest 
results at the most vital moments, and 
it did achieve far more in feeding the 
nation and in saving shipping than had 
eriginally been considered possible 

Sir Keith Murray's history has the 
merit of telling the story, year by year, 
carefully, objectively and in consider- 
able detail. Its main defect is the domin- 
ance of the departmental view which is 
the occupational hazard of all official 
war historians. But Sir Keith is less suc- 
cessful than some in using the mass of 
official documentation to illuminate, 
and not submerge, the intrinsic drama 
of the story. Despite 100 pages of “Re- 
trospect”, the crises and achievements 
of wartime agriculture do not stand out 
very clearly, and the contours are 
further softened by a very discreet treat- 
ment of the controversial issues that 
underlay agriculture’s apparently steady 
progress. 


For the first two years of war the 
Ministries of Agriculture and Food were 
continuously embroiled in these contro- 
versies. Agriculture insisted that far- 
mers must be given adequate funds and 
incentives to expand production, and 
mot be forced to change their farming 
systems too rapidly or drastically; Food 
demanded that the pattern of production 
should be transformed rapidly, cheaply, 
and if necessary forcefully. In an earlier 
war history of Food (Volume 1), Mr R J 
Hammond demonstrated that both Min- 
istries made egregious errors—-Food for 
its foolish (and luckily unsuccessful) 
attempt to get beef cattle compulsorily 


slaughtered, Agriculture for its ligh-hand- 
ed and irrational approach to farm 
prices. 

Sir Keith Murray is very much milder. 
He gives for the most part a con- 
scientious exposition of the viewpoint of 
the Agriculture Departments, although 
he has some points of criticism—in 
particular of the failure to requisition 
enough of the extra output of cereals 
for human consumption. The most in- 
defensible agricultural decision—the big 
price boost of June 1940—is dealt with 
leniently. Sir Keith Murray contends that 
generosity on this occasion averted the 
need for later substantial price increases 
— which was certainly an advantage, 
although hardly (as he suggests) an 
example of deliberate prudence. But the 
failure at that time to concentrate price 
increases where they were really need- 
ed—on wheat, potatoes, and milk—took 
a long time to correct. 

Sir Keith's discreet treatment does 
have the merit of explaining lucidly the 
arguments for the agricultural policies 
actually adopted. Moreover, his depart- 
mental approach has other compensat- 
ions. There is an informative account of 
how Lord Hudson created the present 
price-fixing machinery, and another 
account of the search for a method of 
compensating marginal farmers without 
giving easy profits to farmers generally 
is curious how little advance has 
been made on wartime thought and 
practice in respects of both these mat- 
ters. By contrast, the treatment of local 
organisation is somewhat wooden. The 
extensive work of the county agri- 
cultural committees is duly described 
and applauded, but does not really come 
to life. Again, the analysis of wartime 
achievements might have been clearer 
statistically. For example, it is stated in 
successive paragraphs that the net out- 
put of calories was almost doubled, and 
that the proportion of home-grown 
calories rose from 30 to 40 per cent. 

Fortune on the whole smiled on agri- 
culture in the second world war. The 
weather was kind; one harvest at least 
was saved by a timely capture of 
prisoners; and the length of the war 
neatly fitted with the timing of the agri- 


—it 


cultural effort. For these reasons among 
others. the author wisely refrains from 
drawing many lessons. Instead he starts 
his history with a careful review of 
prewar plans and preparations, and 


closes it with a note on the transition to 
peacetime policy, 







Regional Unions 


THE THEORY OF CUSTOMS UNIONS 
By J. E. Meade. 

North-Holiand Publishing Company. 
121 pages. 15s: Amsterdam. 


I: the removal of trade barriers be 

tween some, but not all, countries 
likely to lead to a more or to a less 
efficient use of world resources? More 
simply, are regional unions a good thing 
for the world as a whole? This is the 
central treated in three lectures 
delivered by Professor Meade in Rotter- 
dam, and now published. Recent research 
has shown that the abolition of some 
tariffs, while others remain, may in cer- 
tain circumstances lead to a less efficient 
use of world resources. As Professor 
Viner has made clear, if Belgium imports 
more cheese from Holland as a result of 
the formation of Benelux, this may lead 
to less efficient use of resources if, in 
consequence, it imports less cheese from 
Denmark. 


issue 


Professor Meade carries the pursuit of 
repercussions much farther than this 
There may be secondary repercussions 
upon any of the imports and exports of 
the member countries of the union, and 
upon the trade between countries out- 
side the union. The net effect upon “wel 
fare’ of all the changes may be to shift 
production either towards or away from 
low cost centres. The calculation of 4 
“net effect” presupposes that we can add 
up losses and gains of different indivi- 
duals in different countries. Mr Meade 
indicates the kind of conditions in which 
the formation of a customs union is 
likely to be beneficial. For instance, he 
considers that a customs union is more 
likely to be beneficial the higher the 
initial tariffs on trade between the 
member countries. Again, a union which 
abolishes fixed quantitative restrictions 
is less likely to have adverse secondary 
effects than one which abolishes tariffs 


Mr Meade’s sustained and lucid ane 
lysis should save future students of the 
theory of customs unions from the 
mistakes and oversimplifications of the 
past. They should be able to concentrate 
upon a study of the pattern of costs of 
production at the different locations, and 
upon the further development of Mr 
Meade’s most interesting extension of 
customs union theory from the limited 
context of tariffs to quantitative restrict 
ions, movements of capital and labour, 
and the role of balance of payments and 
level of employment in the theory of 
customs unions. As for practical implicat- 
ions, Mr Meade is quite explicit that the 
formation of partial customs unions 
such as Benelux is to be welcomed as 4 
practical step towards integration of the 
countries of the free world, notwith- 
standing the inconclusiveness of purely 
theoretical analysis, 
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General of His Party 


HATEVER was going on in the President's mind when 

he vetoed the Natural Gas Bill last week, most 
observers in Washington regard his action as a brilliant 
political stroke. It confirms the impression that this year 
the Administration's leaders are displaying consummate 
generalship. The President's comeback into active political 
life could hardly have been more skilfully arranged. The 
exhaustive medical bulletins, breaking all tradition by 
sharing with the public the minutiae of the invalid’s condi- 
tion, built up confidence in a future announcement of his 
complete recovery. The resumption, earlier than anyone 
had expected, of the free-for-all press conferences in which 
President Eisenhower performs so expertly secured the 
widest currency for the feeling that he was again in control 
of affairs. Finally came the extraordinary meeting of the 
panel of doctors with the press in which they not only 
certified that the scar on the President's heart muscle had 
healed, but the irrepressible Doctor Paul Dudley White 
delivered what was virtually a nominating speech for Mr 
Eisenhower for another presidential term. 


In this volatile political city of Washington, in which 
every conversation soon comes round to the President's 
intentions, the balance of opinion has swung recently in 
favour of his running again. Nevertheless, sceptics can still 
cite his recent remark that “it would be idle to pretend” 
that his health could be “wholly restored” and his assurance 
that he, rather than the doctors, must make the final judg- 
ment. Since he haif promised to announce this decision at the 
beginning of next month, it is generally assumed that he 
will make up his mind during his present stay on the plan- 
tation in Georgia, appropriately called Milestone, which 
belongs to the Secretary of the Treasury. 


a. 


Although the whole face of the campaign will be deter- 
mined by Mr Eisenhower's announcement, the developing 
political skill of his associates will be of the utmost value 
whatever he does, either as a supplement to bis popularity 
or as a fighting endeavour to find some substitute for it. 
Since the congressional session started, the Democrats who 
have to shoulder the responsibility for the management of 
both Houses have been thrown repeatedly on to the defen- 
sive. First came the State of the Union Message, containing 
a roster of measures which the opposition had expected to 
sponsor, followed by special messages on subjects which 
appeal to minority groups of voters, such as immigration 
and civil rights; the Democrats are supposed to favour 
improvements in these fields, but they are unable to act 
because of the divisions in their own party. Next there 
was the Budget Message: this used the conservative symbol 
ot a balanced budget, made possible by continuing pro- 
sperity, as a cover for increased spending on the politically 
popular programmes which the Democrats had hoped to be 
able to accuse the Republicans of starving. 


The Democrats called for a programme of federal aid for 
education: the President produced one. The Democrats 
decided that they could retain the credit by pressing ahead 


AMERICAN SURVEY is pre- 
pared partly in the United Sta- 
tes, partly in London. Those 
items which are written in the 
United States carry an indi- 
cation to that effect; all others 
are the work of the editorial 
staff in London. 





Washingion, D. C 


with their own version. But they have not yet dared te 
bring it on tho the floor of the House of Representatives 
because the Republicans have announced that they will 
vote for the amendment which would deny federal funds te 
racially-segregated schools; any Bill containing this amend- 
ment would be wrecked by southern Democrats. Then again, 
on interstate highways where there is a crying need for 
more federal activity, last year the President produced 
an ambitious programme which was derided by the Demo- 
crats because of its intricate and clumsy proposals for 
financing the roads by bond issues. This enabled the 
Democrats to seize the initiative and to bring out their 
own financing plan from commitee, only to have it humili 
atingly swept away on the floor of the House because of 
vigorous opposition from road transport interests. This year 
the President was more canny. He dropped his own finan- 
cial proposals and told the Democrats that it was Con- 
gress's, and therefore their, privilege to decide how the 
money should be raised. If the highways ever do get built, 
the two parties will be able to share the credit, the Repu 
blicans getting it for the roads and the Democrats for the 
extra taxes needed to pay for them. 


The Democrats counted on directing against their oppo 
nents whatever prejudice there exists in the country against 
big business. But the Administration placed the Justice 
Department's Anti-Trust Division in the hands of an obscure 
Californian judge, Mr Stanley Barnes, whose appoiniment 
was as inspired in its way as that of Sir Walter Monckton 
to be the Conservative Minister of Labour. Although Mr 
Barnes prefers civil suits and has agreed to the settlement 
of the more flashy criminal prosecutions without trial, ne 
one seriously denies that he is producing impressive results 
Then last week came the veto of the Gas Bill. Since natural 
gas is intimately conneted with oil, this was a measure 
associated in the public mind with the latest incarnation 
of that much burlesqued figure, the nouveau-millionaire 
Although there were closely reasoned and highly respec: 
table arguments on both sides, this was the one Bill of all 
others which lent itself to the traditional] barnstorming 
attack by the Democrats on the exploitation of “the people’ 
by “the interests". But it was proposed by a Democrat, not 
any Democrat but the liberal internationalist, Senator Ful- 
bright of Arkansas, and master-minded by the official 
Democratic leader in the Senate, Mr Lyndon Johnson 


To cap the picture the inoffensive and naturally conser- 
vative Senator Francis Case, a Republican from South 
Dakota, rose toward the end the debate to protest that he 
had been proffered indirectly a contribution to his campaign 
fund by an oil lobbyist who had inquired about the way he 
intended to vote. Disregarding the consternation by this 
blow at the Senate's self-respect, Mr Johnson forced the 
Bill to a vote at the appointed hour. It passed with the 
Democrats almost evenly split, 22 for and 24 against and 
the Republicans, most of whom imagined that the President 
would favour the Bill, voting for it by 31 to 14. In spite of 
the original intention of the two party leaders, Senator 
Knowland of California and Senator Johnson of Texas, both 
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from oil states, to keep the inquiry into Senator Case's 
ilieqation within the narrowest range, the public outcry 

; forced them to contemplate a broad inquisition into the 
financing of election campaigns. 


In his veto message, the President took much the same 
ne as had Mr Case when announcing that, because of the 
way he had been approached, he would vote against the 
Bill. Both favoured the principle of the measure — to 
reduce federal control over a form of private enterprise 
suit both concluded from the “arrogant” manner in which 
the oil and gas industry forced the pace on the Bill that 
some additional protection for the consumer must clearly 
‘e required. After all this the Democrats will have to talk 
very fast to explain to the consumer how he will get more 
protection by helping them to overthrow the Republican 
\dministration, 


Tank Troubie 


, "HE key to the latest embarrassment awaiting Mr Dulles 
on his return to Washington — the confusion over the 


idi Arabian tanks seems to lie in Israel's request for 
eries of jet aircraft and other miltary equipment, which 

is been pending for over two months. Once it had been 
led — apparently by an anonymous call to a press 
igency — that eighteen light tanks were about to be shipped 
m New York to Saudi Arabia, the friends of Israel in 
maqress and elsewhere played up the discovery in order to 


ease the pressure on the Administration for a favourable 


reply to Israel's request. What they got, however, as a result 


f the direct intervention of the President, was a suspension 
f all export licences for arms shipments to the Middle East 
But two days of study of what was in fact a routine 
transaction showed that the particular arguments in favour 
illowing the tanks to go to Saudi Arabia outweighed the 
jeneral arqument against seeming to encourage an arms race 
in the Middle East. The tanks were being sent under a long 
tanding, although not widely known, policy of allowing 
imited arms deliveries to L th Israel and the Arab co: les 
or purposes of internal security and self-defence. The tanks 
id been promised before the Egyptian agreement with the 
soviet Union intensified military rivalry in the area last 
1itumn. They had been paid for in cash. The repudiation of 
ch a firm contract would certainly have made difficulties 
for the American oil companies in Saudi Arabia, Of more 
mmediate importance, it would also have made difl:culties 
hen a new lease was neqotiated, as it must be before June, 
x the important American air force base In that country 
Vor these reasons it was decided, again with the approval of 


: : - . " ] } rt stant 
the President, that delivery of the tanks would be consistent 
a ha ; lie 
vith “the maintenance of peace and stability” in th Midd! 
ist, and the export licences were restored. The renewed 


‘ rael hit 
ences also cover a number of items ordered by Israel, bu 


hese are mainly spare parts and other 
equipment, of little military importance. 


maintenance 


It is being arqued that eight tanks at $135,000 each bear no 
empari.on with Israel's request for $50,000,000 worth of 
-, but such arguments count little with the Congre a 

politicians whose judgments are unbalanced by thei 
npathy, and that of their constituents, for Israel. Even in 
ie State Department there are said to be some who co 
iat the arms race in the Middle East has already sia 
that Israel should therefore be helped to maint! nig 
idvantage. A probable outcome of last weekend's confusion, 
end of the public attention now concentrated on the Middle 
Eastern crisis, is that Israel will get some of the arms it 
wants, although not the jet aircraft. A certain outcome Is that 


Mr Dulles's troubles with Congress will be intensified. 


Wintry Honeymoon 


HE first meeting of the council of the recently-wedded 
American Federation of Labour and Congress of Industrial 
Organisations showed that, despite old antipathies and new 
conflicts, the majority of labour leaders are trying hard to 
work together and make the great merger a success. In 
addition to savouring the delights of Miami Beach and being 
taken on submarine rides by the navy, the twenty-nine trade 
union chiefs spett hours listening to reports on organised 
labour's role in the coming elections, calling for a free 
plebiscite on the future of Germany, exploring ways of 
recrutling some of the forty-two million workers in the United 
States who remaia outside the trade union movement and 
seeking to settle complex disputes within the AFL-CIO itself. 
The most acrimonious of these is a struggle between the 
United Auto Workers, the spearhead of the old CIO, and 
the craft unions in the building trades which formerly 
belonged to the AFL. A section of the Packard-Studebaker 
plant in Detroit is being converted from the manufacture 
of automobiles to that of -jet aircraft engines and this 
conversion involves moving and placing machinery. The 
UAW made difficulties about co-operating with the builders 
in the work and the result was that one member of the 
newly merged AFL-CIO was picketing against the employ- 
ment of another. The dispute, which may be something of 
a test case, has been under consideration by Mr Meany 
president of the AFL-CIO; it was complicated by the bitter 
and perennial rivalry between two of the strongest figures 
in the labour movement — Mr Walter Reuther, head of the 
UAW, and Mr Dave Beck, leader of the Brotherhood of 
Teamsters 
This and other inter-union conflicts are the main threats 
to the future expansion of the AFL-CIO. Before southern 
textile workers can be effectively organised, for example, 
it must be decided to what trade union they are to belong 
the jealous claims of at least five unions will have to be 
reconciled by a newly appointed committee. But in spite of 
these difficulties, the AFL-CIO and its existing fifteen million 
members are moving ahead, confident that the American 
economy is ripe for another year of high wage demands and 
that these demands will be satisfied. 


Planning in the Air 


Po Eisenhower has appointed Major-General 
Edward Curtis of the Eastman Kodak Company toa new post 
a Special Assistant for Aviation Facilities Planning. General 
Curtis, a former Chief of Staff of the Strategic Air Force, is 
to direct a long range study of the nation’s requirements for 
airports and air navigation and traffic control systems, all of 
which have become sadly inadequate as a result of the 
unexpectedly rapid growth of air traffic, including private 
flying, and the imminent introduction of larger and faster 
jet airliners. He has also been asked to make a comprehensive 
plan to remedy the deficiencies he finds, and to rec ommend 
the appropriate government organization to ensure that his 
plan is effectively carried out 

The special committee of aviation experts, which recone 
mended General Curtis's appointment urgently last month, 
considered that the risk of mid-air collisions had already 
reached a critical stage. There are now 90,000 active aircraft 
in the United States, only one-third of them military. Over 
65 mid-air collisions involving civil aircraft have occured 
since 1950, and the major airlines now report four “near 
misses" every day. Uneconomic delays occur during bad 
weather, when the traffic control system is overloaded, but 
the commitee was equally concerned about the need for 
more control in times of good visibility. It thought that the 
Visual Flight Rules, by which pilots are allowed to use their 
own judgment in good weather, should be superseded as far 
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as possible by the much safer radar traffic control from the 
ground at all times. To do this, the capacity of the control 
system in the New York area, for example, would have to 
be more than doubled. New devices, such as the long range 
search radar recently installed at New York Inter>ational 
Airport, can do much to speed up the flow of aircraft through 
the congested-traffic lanes. But the commitee felt that more 
might be gained by closer co-ordinatinn between the civil 
authorities and the Defence Department, whose much 
vaunted SAGE (semi-automatic ground enyjronment) radar 
network for air defence, on which § 3 billion is being spent, 
might be adapted for joint miltary and civilian use. 


Before he can determine how far the airports themselves 
fall short of the requirements of the jet age, General Curtis 
will have to resolve the many technical disagreements aired 
it recent conferences between aircraft manufacturers, airline 
representatives, airport operators and government officials. 
He has to establish how strong and how long must be the 
runways used by the latest designs of jet airliners ordered 
from the Boeing and Douglas aircraft companies; how many 
\irports in the United States must be brought up to this stan- 
dard; and how much of cost must be borne by the federal 
government, Nor can he avoid-the problem of noise, which 
both airlines and general public insist must be soived 
before civilian jet aircraft start flying regularly. It is 
doubtful whether any of the several devices produced so 
far will diminish noise to a rasonable level without at the 
same time causing an uneconomic loss of power. 


This reappraisal of aviation planning will unfortunately 
also be complicated by disagreements within the government 
agencies most directly concerned. Responsibility for the 
control of civil aviation in the United States rests broadly 
on the Civil Aeronautic Board (an independent agency which 
regulates the economic side of airline operations, prescribes 
safety standards and investigates accidents) and the Civil 
Aeronautics Administration (a unit of the Department of 
Commerce, set up to foster the development of air commerce, 
run navigation and traffic control facilities, and enforce the 
safety regulations prescribed by the CAB.) Mr Frederick Lee, 
the popular head of the CAA, was recently forced to resign 
by his superiors in the Department of Commerce, ostensibly 
on the ground that he was poor planner and salesman, incap- 
able of convincing Congress of the need to spend more 
money on civil aviation. Mr Lee, vociferously supported by 
Senator Mike Monroney, a Democrat from Oklahema, claims 
that he was unable to perform his duties effectively because 
his requests for funds were invariably pared down by officials 
in the Commerce Department. Senator Monroney has 
accordingly introduced a Bill to free the CAA from the 
control of the “ground-minded” Department of Commerce and 
is keeping the argument politically alive by holding hearings 
on this and on Mr Lee's resignation. 


Flexible Parity 


HE current argument in the Senate over price supports 

for farm products comes just as the President's flexible 
programme is beginning to tip noticeably against the farmer. 
This is partly because under it, as surplusses of agricultural 
commodities continue to mount, the levels at which their 
prices must be supported continue to fall, in order to discou- 
rage farmers from growing more surplusses. But it is also 
because the bases — the parity prices — on which support 


levels are calculated are becoming more flexible too. The 
Bill reported out by the Senate Agriculture Committee not 
only fixes price supports rigidly at 90 per cent of parity for 
the basic crops — maize, wheat, cotton, rice and peanuts — 


but insists that this must be calculated on the “old” parity 
formula instead of the “new.” 
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This year the new formula, introduced in the 1948 Act, has 
become compulsory for the basic crops for the first time, 
although it has been applied for several years to the nen- 
basics — feed grains, dairy products and so on. Even now 
the change to the new formula must not bring & drop «©! 
more than 5 per cent a year, so that parity prices for wheat, 
maize and peanuts are at present being calculated on a 
transitional basis. The parity price for a bushel of wheat in 
January under the old formula woul@ have been $ 2.51, under 
the new § 2.19, and in fact it was $ 2.38. Cotton has made 
the change in one step, from 35.22 cents a pound under the 
old system to 34.84 cents under the new, while rice does 
better under the new parity than under the old and therefore 
changed over some time ago. 


The parity price of a commodity, designed to ensure the 
farmer a fair return in terms of his costs, is determined by 
multiplying the base price of the commodity by the parity 
index, which is the ratio of prices paid by the farmer for 
things he buys, including wages, interest and taxes, to the 
general level of such prices between 1910 and 1914. Under 
the old formula the base_price was also related to the period 
1910 to 1914, but under the new formula it depends entirely 
on the average prices received by farmers during the ten 


years immediately preceding — 1946 to 1935 at present. The 
idea behind this up-to-date formula is to reflect changes in 
farm methods and agricultural patterns — mechanisation, 


better fertilisation, new crops and so on. 


Where the Desert Blossoms 


FROM A CORRESPONDENT IN LOS ANGELES 


YJ inter time is festival time in the Imperial Valley of 
California, bordering on Mexico, at the southern end 
of the Colorado Desert. After the Lettuce Festival comes the 
Carrot Festival with a Carrot Carnival and free iced carrots 
for all the happy holiday makers. Next is the Tomaio 
Festival, followed by the Mid-winter Fair and Festival of 
Nations. And, finally, the end of the produce-growing season 
and the beginning of the valley's hot summer are marked sim- 
ultaneously by the Watermelon Festival. Today, with farm 
incomes falling all over the rest of the country, there is stil 
plenty to celebrate in the valley: Imperial County, which em- 
braces it, continues its ten-year record of reversing the nation! 
trend. The valley, once an arid and lifeless desert scrubland, 
has been transformed into one of the richest agricultural 
areas in the world by the largest irrigation canal in the 
western hemisphere. With any amount of water available, 
Imperial County ranks among the six most productive 
agricultural counties in the United States, although its 
population is still well below 100,000. 


A British naval officer was the first English-speaking 
person to visit the Colorado Desert during the early part 
of the nineteenth century. But attempts to irrigate the valley 
did not begin until one hundred years later and it was not 
until 1940, when the All-American Canal was opened, that 
the valley started to become a winter garden for the entire 
country. The canal, with its source in the Colorado River, 
added an assured supply of water to the two other ingredients 
of agricultural productivity, hot sun and fertile land. Today, 
the Imperial Irrigation District, a state agency with elected 
officials, is responsible for bringing water to 474,500 acres 
of desert land through 1,670 miles of canals. After irrigation, 
1,359 miles of drain-off canals carry the water, now heavily 
salt-laden from the alkaline soil, to the 215,000 acre Salion 
Sea in the northwestern part of the county. To get his water, 
the individual farmer telephones the irrigation district and 
within 24 hours a gate is opened from the canal and water 
flows into the farm; the average cost is $6,50 an acre a year. 
Thus, in an area with practically no rainfall, the * ‘eblood 
of the land is supplied in a completely controlled manner. 
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This control of the natural elements has resulted in an 
credible productivity and an amazing diversity of output. 
Field crops valued at more than $60,000,000, are grown each 

ear, including cotton, sugar beets, alfalfa, barley and flax. 
\lfalfa is the third most profitable crop, after cotton and 
sugar beets, with six or seven cuts a year bringing in an 
-erage of $10,000,000. Market garden produce from the 

ley was valued at $34,000,000 in 1954. These crops are 

ch more risky than the field crops: growers of carrots, 
tomatoes, watermelons and 
ernight, be transformed 


truce, canteloupes may, 


into paupers or millionaires. 

ishable fruit and vegetables can be an enormous 

ancial liability if competition from other parts of the 
y drives prices down or, equally, an enormous asset 

is a result of bad weather conditions elsewhere, valley 

mers find themselves in control of the only supplie¢ 
ly available for market. 
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Just as the valley reverses the national trend in farm 
income, so it runs counter to the nationwide drop in the 
number of operating farms by increasing its functioning 
agricultural plants each year. Between 1945 and 1955, 1,628 
new farms began production in the valley and there was 
an increase in population of 10,000 permanent residents. 
Simultaneously, school enrollment almost doubled, as did 
bank deposits and sales of electricity. However, all is not 
beer and skittles — nor date milk shakes and iced carrots — 
in the valley. There have been severe and troublesome 
labour problems, as a result of the need for people to do 
the backstraining work of picking the crops by hand. This 
“stoop labour” is provided by Mexican immigrants who 
used to come in illegally and were thus vulnerable to 
exploitation by their employers. Even now, although 
unlawful crossing of the border is at a minimum and Mexi- 
cans are brought legally into the country under short term 
contracts, ugly charges are still frequently heard: it is 
alleged that farm labour in the valley is not adequately 
paid, housed or fed. Social problems, too, have been 
somewhat disturbing during the area‘s rapid growth, although 
there is little doubt that they will be overcome. Until 1955, 
El Centro, the county seat and largest town in the valley, 
still had the remnants of a segregated school system with 
white children separated from coloured. Negroes and 
Mexican-Americans claimed that there were other forms 
of discrimination against them as well. 


Politically, the county has always been Republican but 
this year more members of the racial minority groups are 
registering to vote and it is possible that the congressional 
campaign will be more spirited. An interesting reflection 
of the divergent forces in the county is the attempt of a 
Sikh Indian, a prominent farmer and judge, to get the 
Democratic nomination; he is one of a colony of Sikhs and 
Muslims who settled in the valley many years ago «-d add 
«n Asiatic flavour to this American desert. His Republican 
opponent for the seat in the House of Representatives will 
Probably be a famous airwoman, Miss Jacqueline Cochran, 
the wife of a prominent industrialist, and herself well-known 
in the business world through her connections with a firm 
Manufacturing. beauty products: 


Choice Bananas 


FROM A CORRESPONDENT IN COSTA RICA 


- a suit filed in July, 1954, the Department of Justice 

accused the United Fruit Company, the largest grower 
and exporter of bananas in the western hemisphere, of mono- 
polising most of the land available for growing bananas and 
thus restraining competition. Earlier this month, the com- 
pany asked a federal court to dismiss this suit on the ground 
that the alleged activities took place outside the United 
States and were under the sole jurisdiction of various Latin 
American governments. This issue of conflicting jurisdictions 
will occupy lawyers, but there can be little doubt that United _ 
Fruit rules the banana trade in the Caribbean. The company's 
latest annual report shows that it owns over 600,000 acres of 
“improved” land in Central America and the Caribbean area. 
The report does not indicate how much additional land is 
considered “unimproved” or how much belongs to United 
Fruit indirectly. 

Some years ago, as a result of a fruit disease, the company 
transferred its Costa Rican operations from the Caribbean 
to the Pacific coast, but it retains control over its former 
plantations, growing cacao on them, and it also has larce 
holdings in Guatemala, Honduras and Panama. Now, how- 
ever, a challenger is in the field: the Standard Fruit and 
Steamship Company of New Orleans, an established importer 
of bananas with small plantations in Honduras, is trying to 
acquire property and grow a disease-resistant type of fruit 
in that part of Costa Rica where the United Fruit Company 
used to operate, and where it still owns most of the suit- 
able land. Ordinarily that firm would seek to prevent its 
smaller rival from gaining a foothold. But with the anti-trust 
suit pending, United Fruit can hardly refuse to sell land to 
Standard Fruit. With its own fleet of fourteen ships and its 
strong position in New Orleans, Standard Fruit should prove 
a definite competitor and the American consumer may, 
before too long, have a choice of bananas. 


SHORTER NOTES 


Although the St Lawrence Seaway is not expected to be 
open for large ocean-going vessels until 1959, the Maritime 
Administration has already certified that the route from the 
Great Lakes to Europe is “essential to the nation”. This 
means that American shipping lines can apply for govern- 
ment subsides to enable them establish services on a route 
which is now served only by foreign-flag vessels. 

2 

The United States has reimposed the ban, dropped when 
the Geneva spirit was at its height, on American citizens’ 
travel to Hungary. Additional restrictions are also to be 
imposed on travel in the United States by Hungarian diplomats. 
These moves are an answer to the “persistent harassment” 
by the Hungarian government of Americans employed in 
Budapest. 

* 

Although the automobile industry is the most important 
single user of steel, and automobile output has been cut, the 
demand for steel continues to break records and steel pro- 
duction is running at well over 2.4 million tons a week. 
Others users of steel, particularly for construction and rail- 
way equipment, are taking advantage of the falling off in 
demand from Detroit to obtain all the steel they want for 
the first time for months. _ 

At the close of the celebrations of Dr Kubitschek’s inan- 
guration as President of Brazil it was announced that a 
further Export-Import Bank loan, of $ 35 million, would be 
granted by the United States to the Volta Redonda steel 
plant, to enable it to expand its annual capacity to 1 millions 
tons. 
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The World Overseas 


Malaya’s Way Ahead 


ay Sea a murmur of dissent has been audible in the 
rapturous welcome given by Malaya to its Chief 
Minister, Tengku Abdul Rahman, on his return from London 
this week. The left wing of the United Malays’ National 
Oraanisation — one of the three elements in the Tengku's 
Alliance Party — has asked why the promise of independ- 
ence by August, 1957, which he gained in London had to be 
qualified by the words “if possible*. One of the Tengku’'s 
colleagues in the London mission, who returned a few days 


earlier, at once explained that the words were inserted: 


“solely to allow time to draw up a constitution’. In any 
case it was the Tengku himself who had persuaded the 
Malays to include the phrase in the demand for independence. 
lhe Tengku’s implacable adversary, Dato Sir Onn bin Ja‘afar, 
has also expressed “disappointment” that no mention was 
made in the London report of the position of the Queen, the 
establishment of a single nationality or the future of the 
British settlements of Penang and Malacca. 


These voices have beeen drowned by the triumphs accor- 
ded to the Tengku in Singapore, Malacca and Kuala Lumpur, 
But it would be idle to pretend that the mere signing of the 
document rec ording the decisions of the London conference 
has automatically removed all Malaya's difficulties. True, 
it has long been clear that only if independence were 
clearly shown to be the goal of British policy in Malaya 
could the stubborn struggle still being waged by some three 
thousand Communist terrorists in the jungle be made to 
appear irrelevant in the eyes of the whole Malayan po- 
pulation — and not merely of the slight majority who now 
enjoy the privileges of citizenship. But optimism needs to 
be tempered. 


Wien the conference ended, the Chief Minister took 
evident pleasure in recalling Chin Peng’s promise that his 
men would lay down their arms if and when the Federation 
qovernment gained control of internal security. He implied 
that the time had come for the Malayan Communist leader 
to redeem his pledge. It may be doubted, however, whether 


Chin Peng -— still more, whether his masters in Peking and 
Moscow — will accept the London agreement as a full 
transfer of responsibility for internal security from British 


to Malayan hands. It is true that a new Malayan Minister 
for Internal Defence and Security is to be responsible for 
security and will preside over a new Emergency Operations 
Council, of which the Director of Operations, ‘at present 
Lieutenant-General Sir Geoffrey Bourne will be a member. 
(The Tengku is said to have earmarked this post for himself.) 
But, inevitably, the forces required for the emergency will 
remain under the operational control of the Director of 
Operations, and general policy for countering Communist 
Subversion will still be determined by the Executive Council, 
over whose decisions the High Commissioner retains reduced 
but still considerable powers of veto. In the final analysis, 
then, Chin Peng would not find it difficult to advance excuses 
lor not laying down arms, if he thought that by holding 


out still longer he might obtain political concessions from 
the Alliance government. 





It seems unlikely that the Malayan Communists have much 
stomach left for protracted fighting; yet there was no sign 
of conciliation in the Communist leaflets distributed in 
Singapore and in the Federation after the Tengku’s mission 
had arrived in London. These leaflets made it clear that 
terrorism would continue in both territories until the 
Malayan Communist party was allowed to play a full par! 
in their political life. Reversing Chin Peng’s admission a! 
the talks in December that the Chief Ministers of the 
Federation and Singapore were both elected representatives 
of the people, the leaflets claimed that “they were in fac! 
under the direction and control of the British colonia’ 
government and therefore reflected only its warlike 
attitude”. The new Red line may be somewath thin, but it 
would be unwise to ignore the threat of continued troble 
which it implies. 


Still, it seems probable that the London conference will 
mark the beginning of the end of the emergency. But it 
cannot be said that anything has been done yet to meet 
the long-term dangers of subversion in Malaya when the 
emergency has become a mere nuisance and, later on, when 
it is nothing but an unpleasant memory. It is understandal!: 
that, in his hour of triumph, Tengku Abdul Rahman should 
make light of the difficulties that lie ahead. His optimism 
is reinforced by the electoral triumph of his Alliance party 
at last July's general election, when it obtained 51 out o! 
the 52 contested seats. But there are no signs yet that th: 
Alliance has thought out a valid policy for dealing with 
Malaya’s greatest and most enduring problem — that of 
the unassimilated, and therefore uncommitted, mass of the 
Chinese population. More than 90 per cent of the 1,128,000 
Malayans who registered as voters for last year's genera! 
election were Malays; the great majority of the 280,000 
citizens who were eligible but did not bother to register 
were Chinese. Although Chinese money and organisation 
have been largely responsible for the electoral successes of 
the Alliance, it is hard to escape the conclusion that the 
“Malayan nationalism” to which the promise of independence 
responds is still, in practice, a Malay nationatism. 


Approaching independence is likely to reduce the apatl\ 
of that high proportion —- some three-quarters of the total 
of Malayan Chinese who have not bothered to claim or to 
exercise their democratic privileges. But fewer than half o! 
the Chinese in Malaya (whom the Malays only slightl 
outnumber) are, as the law now stands, even entitled to sud 
privileges if they want them. The risk attached to an) 
widening of the franchise is undeniable. There is, nevertheless 
a strong case for gradually making citizenship available - 
subject to linguistic qualifications -- to most of those 
Malayan Chinese (about two-thirds of the total) who wer: 
born in Malaya. Political apartheid cannot provide the 
basis for a nation. And, in the long run, the hostility 0 
indifference of a vast body of rightless Chinese is a greater 
menace to the future of Malaya, and of the Malays, than the 
extension of citizenship would be. 
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Tunisia Catches the Fever 


1X months only have passed since the French Parliament 

ratified the Franco-Tunisian Conventions by a large 
majority. The favourable vote was unexpectedly big because, 
at the time, deputies were rattled about Morocco; but few 
among the 540 who voted for the Conventions would have 
liked to think that so soon as February 1956, Tunisia’s same 
leaders would be back in Paris, knocking at doors and asking 
for fresh conventions. Yet this is what is happening. Barely 
a pace behind the Moroccans (who are catching the limelight 
because their conversations are a first round) are the 
expectant Tunisian ministers; and in Tunis, the Prime 
Minister, M. Tahar Ben Ammar, has announced that he wil] 
join them as soon as a date can be fixed, in order to seek a 
result more compatible than last time with dignity and 
nationalism. 


To do justice to Tunisia’s real leader, M. Habib Bourguiba, 
this restlessness is not of his making. When the Neo-Destour 
held its congress at Sfax in November, he was able to carry 
by acclamation resolutions in favour of the Conventions, and 
of proceeding by stages and in harmony with France. Since 
then he has often made his point that to cause the Convent- 
ions to work smoothly is the best way of helping the cause 
of nationalism in Algeria and Morocco, but events next door 
have outstripped him. Almost simultaneously with the Sfax 
Congress, the Sultan of Morocco was being fetched from 
exile and enabled to handle Paris in a way that all Africans 
interpret as sovereign and independent. By comparison, 
Tunisia’s Conventions, with their reservations about French 
contro] of defence and foreign affairs, and even of some 
sectors of internal security, were made to look old-fashioned. 
Bourguiba's Tunisian critics began to shout slogans about 
getting “less than Morocco", 


The ringleader of this opposition was a younger Neo- 
star, Salah ben Youssef, who has throughout 
represented the pro-Cairo element in the party, as opposed 

the pro-Paris trend of M. Bourguiba and his group. But 
some of it came from less predictable quarters. For instance, 
members of the Moslem land-owning class were disappointed 
that no big French landowners threw in their hand and left 
for home, and that there were no ex-French farms to be 
bought up cheaply, and began to wonder whether there 
would not be more pickings under more extreme leadership. 
Extremism took heart; shots were fired in its cause, bandit 
(lellagha) leaders reappeared. In the end Salah ben 
Youssef’'s arrest was ordered. He evaded it by fleeing to 
Libya, but leaves behind people in all walks of life who 
share his view. Other difficulties also face M. Bourguiba's 
group; constitution-making lies just ahead and there are 
important cleavages among educated Tunisians as to the 
shape it shall take. The Bey, for instance, has often shown 
nervousness of the Republican outlook of some of M. Bourg- 
uiba’s followers. 


Destour 


Elections to this Constituent Assembly are due early in 
March; while so many uncertainties lie ahead, the apostles 
of stability must at least keep abreast of clamour. Even the 
most sedate of them are obliged to seek equality of opportun- 
ity with Morocco, however loth they may be to back on 
their word. M. Bourguiba, himself, has switched ‘o asking for 
a token army and for Tunisian diplomatic representation at 
the United Nations and in certain foreign capitals. But in 
doing so he has shown a disregard for the signed word which 
has much disturbed the leading French protagonists of 
Tunisia’s cause, As a result, French liberals are finding st 
more difficult to exhort the colons to trust and work with 
the Nationalists as the best way out of their deadlock in 
North Africa. For if even Tunisia cuts the strands so fast, 


what hope is there of founding a Franco-Moslem community 
'n Algeria? 
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He Eats Buganda 


FROM OUR SPECIAL CORRESPONDENT 


H's HIGHNESS THE KABAKA OF BUGANDA is making 

his progress through his kingdom, showing himself 
to his people, usually accompanied by a troop of thirty or 
more white-uniformed outriders on motor-bicycles. On these 
occasions roads are sometimes closed to ordinary traffic— 
which includes fuming British officials. At the same time 
the Protectorate government at Entebbe is completing the 
transfer of social services—health, education, etc.—to the 
Buganda administration as required under the new consti- 
tution, and, of course, appropriate funds go with thes. The 
authorities at Entebbe and the Colonial Office envisaged 
this as a normal devolution of powers to the purely local 
government institutions that are now being set up through- 
out Uganda under an arrangement made long before the 
Kabaka’s exile. But the Kabaka and his ministers see it as 
@ further instalment of self-government and sovereignty to 
the State of Buganda. Entebbe views the situation with some 
gloom, since it fears it is heading for another crisis unless 
the Kabaka and his ministers call a halt to their present 
policy. 


Charles II once threw his handkerchief in the air and cried: 
"Tl care that for Parliament!* The Kabaka shows a similar 
aptitude for bypassing the checks on royal prerogative. In- 
deed, his methods are so astute that some in Entebbe feel 
he is being advised; but it may merely be that a Western- 
type paper constitution is the easiest thing in the world for 
an African chief to fold into a cocked hat and wear. The 
dismissal—no other word can be used—of the “disloya!’ 
Saza (or county) chiefs and the witch-hunt which accompa- 
mied His Highness’s triumphal return (curbed as it was by 
energetic representations from Entebbe) showed the full 
strength of his position. The modification of the original 
Namirembe agreement by the Kintu committee yielded to 
the Kabaka effective control over Buganda public service 
appointments. With a ministry of “King’s men” led by Mr 
Kintu, the Kabaka is perfectly constitutional when he is 
being perfectly absolute 


Admittedly his position depends on personal popularity. 
If the Lukiko put in a strong ministry determined not to 
be over-ridden by the Kabaka, he would have little option 
but to make the best of it. But as the mass of the Buganda 
see him exactly as he was before his exile, except that he 
has had a mighty victory over the British, there is no early 
probability of a clash between Kabaka and Lukiko. At 
present the Kabaka can do no wrong, or rather, m the 
expressive phrase of his coronation ceremonies, “alys 
Buganda’ — “he eats Buganda.” 


The Buganda ministry has now brought out its ows 
development plan—and published it in its official gazette 
before the unfortunate Resident, whose job is pre-eminently 
to advise on such matters, had even heard of it. The first 
sentence did not appear in the English press translation; it 
states that the first objective is self-government both for 
Buganda and Uganda, and that it is intended to appoint 
divisional! officers to take full responsibility for administra- 
tion—in other words that British officials will be eased out 
As it is, the assistant residents are ignored. Since their 
function is now “advisory,* this leaves them virtually 
without a function, unless it can be proved that their advice 
must be properly taken into consideration. A number of 
British departmental advisers are being used—but. it has beer 
made clear, only temporarily The Buganda governmen! 
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even intends to build up its own police force, and has showaj 
its resentment of the prutectorate police's action in arresting 
malefactors im Buganda and hauling them before the Pro 
tectorate courts whose jurisdiction in cases affecting Afrie 
cans only is now disputed. 


The Buganda plan, which has not been worked out fa 
de..il, promises more education, primary and technical, 
bursaries to Indian universities, hospitals in every Saza, and 
schemes for collective farming. It will’ of course require 
more money, and it is at this point that the Protectorate 
government should be able to tighten the reins. The finance 
provided only covers the services handed over. Though the 
plan speaks of more taxation, the Buganda administration 
has no real power to levy taxes, even if it dared risk the 
unpopularity involved. It is more likely to ask for a propor 
tion of the export taxes on coffee and cotton, most of which 
are grown in Buganda. As it ‘s, the peasants are restless about 
the fall im prices and there are signs that the Buganda 
governr-euat will demand a say in Marketing Board policy. 
But the Protec.orate government will be on firm ground ia 
refusing any such encroachments. 


It could go further. It could. cut down next year’s 
Buganda estimates on the legitimate grounds that the audit 
of the Kingdom's accounts reveal a thoroughly unsatis- 
factory financial state of aifairs. Buganda accounts are laid 
before the Legislative Council and a debate on them could 
be initiated—by any anti-Buganda African member, for 
example. Any such moves might precipitate demonstre- 
tions or boycoits; but again the Protectorate government 
has the final say in control of law and order. And there is 
one clear advantage under the new constitution: any action 
to be taken would be against the Kabaka’s ministers, not 
against the symbol of Buganda nationhood, The argument 
will be about incompetent administration and there are 
signs that, in time, the Buganda may prove susceptible te 
such an appeal. 


The Government hopes that it will not be necessary te 
take direct action, and that time will produce other cor- 
rectives. One of these is the growing organisation of the 


African National Congress. If the direct election of 
Buganda members to the Central Legislature is introduced 
in 1957, at the ensuing Lukiko election in 1958, which 
would also be direct, the Congress will be able to romp 
home in Buganda itself, but Congress has far to go before 
it ‘s in the position of Nkrumah’s party in 1949 in the Gold 
Coast. tt still speaks of a federal form of government 
which would be very acceptable to some chiefs other than 
the Kabaka—the Ruler of Toro, for instance, who seems te 
think that a constitutional monarchy on the lines operated 
by the Kabaka today would suit him perfectly. 


The other long range factor is the steady rise of the 
non-Buganda tribes through steady social and economie 
development, and it is here that the Governor's long range 
policies may prove particularly farsighted. These tribes, 
with some exceptions, are irritated hy the airs the Buganda 
have given themselves and their leaders oppose federationa— 
naturally, since revenues from Buganda crops are vital te 
their own development. The most hopeful immediate aspect 
of the stiuation is that the enlarged Central .Legislatura 
and the new ministerial system, are working well and 
responsibly, and are proving an academy for political educa- 
tion which may offse; irresponsibiliiy elsewhere. There is 
little or no disposition at the centre to make major changes 
until the due date—i961. As Africans at the centre become 
more fully seized of Uganda's political and economic possi- 
bilities they may well look with increasing jealousy at 
Buganda separatism. But no one can yet tel] whether these 
long-range factors will save the situation or whether 
Buganda nationalism will create a pew crisis first 
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India's Crucial Plan - I 


(From Our Correspondent in India) 


a one-and-sixpenny pamphlet published by 
the Government of India is modestly entitled: “Draft 
outline: Second Five-Year Plan.” Free Asia has produced 
nothing more important since the war, for this is the crucial 
plan upon which turns the future of a sub-continent. If it 
succeeds, India’s subsequent plans will be successively easier, 
and the way will be opened to democratic prosperity. If it 
fails, India may turn to other methods to get the necessary 
sacrifices from its people; and the rest of the uncommitted 
world of Asia will learn the lesson of the failure as they 
will certainly copy success. 


The second plan is a big one, as big, allowing for the 
difference in population, as China's. It is big not only for 
political reasons but also because of the very magnitude of 
India's economic problem. In an undeveloped economy 
everything has to be got going at once, so that the various 
sections can provide each other with markets and comple- 
menting facilities; a lag in any part destroys the balance of 
the whole. Moreover, in a country of poor people who find 
it difficult to save, the quickest way to find resources is to 
get a rapid increase of incomes, so that people can consume 
a bit more and yet still have something left over with which 
to provide for the future. The plan assumes that the nation 
will save one quarter of the increase in income, against « 
present rate of saving of about 7 per cent. 


The size of the plam can be judged from the fact that 
expenditure is to be nearly double that of the last five 
years. A programme on this scale affects every person in 
the country. The planners expect that it will bring about 
a rise in national income of 25 per cent, of income per head 
of 18 per cent, which is considerable even by world standards, 
and is enormous for India, where from 1938 until 1951 income 
per head declined instead of rising. 


The rise in income would be higher and the Indian pian 
ner's task much easier, were it not that he is faced at every 
turn with the need to provide a large and costly framework 
of roads, railways, public utilities and other services, if there 
is to be any development at all. Transport, communications, 
education, and power account for nearly half of this plan 
as they did of the last. Since the war the importation of such 
items as cement and steel, castings, fertilizers, and many sorts 
of machinery has been expensive, difficult, and subject to 
long delays. Therefore they must be made at home, sponge- 
like though their absorption of scarce capital may be. It is 
this, and not any theoretical neo-Marxism, which explains 
the plan's emphasis on heavy industry. Steel, cement, coal, 
lignite, fertilizers and electrical machinery between them 
account for over. half the expenditure on large and medium 
industry of government and private enterprises combined. 


India’s Five Year Plan 


Target Percentage 
(Units) 1955/56 1960/61 increase 


LL essences 


Food grains m.tons 65.0 75.0 15 
Cotton m. bales 4.2 55 31 
Sugar-cane m. tons 58 74 28 
Oil seeds m. tons 55 7.0 27 
Jute m. bales 40 5.0 25 
Area irrigated m. acres y 88.0 31 
Electricity 

(installed capacity) m. kW t 6.8 100 
Iron ore m. tons : 12.5 191 
Coal m. tons J 60.0 63 
Finished steel m. tons 43 231 
Aluminium ‘000 tons 7.5 25.0 233 


Because of the shortage of capital the planners have bees 
forced to concentrate on those sectors where knowledye 
can take the place of capital and human beings of machines 
These sectors are agriculture and cottage industry. The 
Indian peasant is a shrewd farmer, and the Indian handicra/ts 
man a skilful worker; but both work with out-of-da's 
implements, inadequate capital and little knowledge of 
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‘ecent technological advance. But even here capital ex- 
penditure has to be high. Irrigation will cost nearly £350 
ynillion, and if the artisan is to become modern, he must 
nave electricity. If the farmer is to move his crops to market, 
» must have roads and railways. And capital is needed 
‘o carry the larger stocks, to dig the wells, and to cover 
e period between paying for the fertilizer and getting in 
e crop. But at least the capital needed is relatively small. 
he provision for credit for the whole of agriculture is only 
half of what the new steel mills will cost; and much 
the increase in production will require hardly any money 
all — as when for instance the artisan is taught which 
signs will sell in New York or Bombay and the farmer 
rns to build contour-bunds or to sow in line instead of 
idcast. That is why although agriculture and village 
dustry get only one-sixth of the total expenditure (private 
public combined), they are expected to provide nearly 
e-half the increase in the national income. 
On the whole, therefore, the plan's priorities are those 
ch have been imposed by circumstances. There are, 
owever, many doubtful assumptions in it. Thus, an increase 
() per cent in goods freight to be offered to the railways 
anticipated, while provision has been made for an 


{ 


rease in the railways’ carrying capacity of only one-third; 
d it is not clear that the measures to be taken to direct 
{fic to the sea and to improve the railways’ own efficiency 
be rapid enough to make up the difference before it 
comes serious in 1959. Again, it is questionable whether 
e plan to reduce rural unemployment by bolstering up 
cottage and handicraft industries will in the long run 
ove to be economically wise. The village oil-man and 
me sorts of hand-loom weaver, for example, require such 
rge subsidies and tax exemptions in order to compete 
that it would probably cost less capital and give more 
ployment to allow the mills to expand. Above all the 
esent plan faces one great difficulty; how is it to be paid 


(To be concluded) 


Jakarta Acts Alone 


HE future of relations between The Haque-and Jakarta 
remains imprecise, even after the unilateral abrogation 
the Netherlands-Indonesian Union by the Indonesian 
overnment on February 13th, two days after the final break- 
lown in Geneva of the Dutch-Indonesian negotiations which 
id begun two months earlier in The Hague. The lack of 
ecision arises from the offical Indonesian announcement, 
hich says that the four agreements attached to the original 
tatute of the Union are not necessarily affected by the 
ogation; these deal with mutual co-operation in foreign 
itlairs, defence, financial and economic affairs, and cultural 
exchanges. A further cause of doubt is the fact that the days 
of the present caretaker cabinet of Dr Harahap are numbered 
w that the final results of the general elections last 
September are available. 
lt seems reasonable, however, to assume that the care- 
taker government, or its successor, will at least deprive 
Dutch interests of their remaining privileges in relation to 
those of third nations, and perhaps even denounce certain 
obligations contracted under the financial and economic 
agreement. The existing Dutch privileges include preferential 
'reatment in remittances to Holland; the Indonesian 
obligations include that of ensuring the well-being of “exist- 
ij and new enterprises and estates”, and the re sponsibility 
‘or pre-independence debts. 
itself the abrogation of the Netherlands-Indonesian 
‘on, whether unilaterally or bilaterally, is virtually mean- 
igless. In practice, the Union statute was still-born at the 
ie of its signature in 1949. A protocol dissolving the Union 
iad amending the financial and economic agreement was 
indeed signed by the two countries last August; but rati- 
‘ication of the protocol was prevented by the parties belong- 


ng to the present Indonesian cabinet, which were then m 
opposition. 
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There is no doubt that the Foreign Minister, Dr Agung, 
and the other Indonesian delegates sincerely wanted to seek 
a reasonable agreement. But as the conference wore on, they 
had to contend with increasing pressure from political 
factions in Jakarta which wanted the talks to be broken off, 
and from others which opposed any compromise. Feeling that 
they were being used as pawns in a political struggle being 
fought out in Jakarta, the Dutch became even less inclined 
to retreat from their principles. In the event, the talks broke 
down over rival formulae for arbitration in economic and 
financial disputes between the two countries; the Dutch felt 
that the Indonesian formula denied the principle of 
arbitration and would have allowed the Indonesians to have 
the last word. 

To the outside observer, the Dutch have at times seemed 
to be unrealistically rigid. By refusing, for instance, to admit 
even the possibility that the question of West New Guinea 
might be discussed again, they unnecessarily antagonised 
political opinion in Jakarta. And it may turn out that by 
refusing Indonesia's terms—even though they considered 
them unsatisfactory—they have exposed themselves to even 
less satisfactory conditions imposed unilaterally. The Indo- 
nesians, on the other hand, who have played their trump 
card—sovereignty—may find that instead of encouraging 
foreign investors by eliminating Dutch privileges, they have 
discouraged them by undermining their faith in Indonesian 
guarantees. 


Stick or Carrot for Bulgarian Farmers ? 

R CHERVENKOV, the Bulgarian premier, recently 

paid a visit to Moscow and it is reported that while 
there he was told by Mr Khrushchev that Russia wanted 
Bulgaria to become a “model of socialised agriculture.” Mr 
Chervenkov also signed a loan agreement which seems to 
show that the Russians are ready to help him towards this goal 
with more than comments and exhortations. Over the next 
four years they have promised to supply Bulgaria, on credit, 
with farm machinery and thoroughbred livestock werth 
300 million roubles as well as 70 million roubles worth of 
technical help and equipment to build two fertiliser plants 


Bulgaria has, however, gone further than any other 
satellite along the road to the complete collectivisation of 
agriculture; over 60 per cent of its arable land now belongs 
to collectives of one sort or another. Ever since the qreat 
leader of the Agrarian party, Stambolisky, began to organize 
agricultural associations forty years ago, the Bulgarian 
peasant has been less suspicious of cooperatives than most 
East European peasants and therefore more amenable to 
pressure to join the Communist-sponsored varieties. But 
today many Bulgarian collective farmers are deeply and 
openly dissatisfied. Although official propaganda conti- 
nuously extols the advantages of life in a collective, loca! 
officials will admit that members are badly off; they have 
an extremely long working day and very little to eat at the 
end of it. At the same time there are constant complaints 
about the “lag” in agriculture. 

Moreover the Bulgarian regime is working towards full- 
blown collectivisation on the Soviet model which is not at 
all what even the most cooperalively-minded peasant 
would welcome. Rent payments on land put into the 
collectives have recently been reduced and there are reports 
that in some cases they have been abolished altogether — 
thus cutting the last link between the peasant and his land. 
It is true that the regime seems to be making some elfort 
to make the collectives more attractive — by increasing 
supplies of machinery, for instance, and by interfering 
less in the affairs of collectives; officials now insist that 
party activists are only sent to “improve” conditions on 
individual farms when they are natives of that particular 
district. and have been specially asked for. It is clear, 
however, that Mr Chervenkov will have his work cut out if 
he is to achieve his goal of complete collectivisation within 
the next three years; he will either have to wield a very 
big stick or proffer some very tasty carrots. 
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Finance for Industry 


and Commerce 


icrc provides finance in the form of 
long-term loans on fixed terms, or share 
capital, to industrial or commercial 
enterprises established in Great Britain. 
Amounts range normally between 
£5,000 and £200,000. 

During the present period of credit 
restrictions, the Corporation will only 
consider applications for capital from 
firms concerned in work of national 
importance. Consideration may also 
be given to new ventures which are 


TRA DITION. a weal today soundly conceived and adequately 


sponsored. 


A reputation for prudent management and Please ask for our booklet —“ Capital 
dependable service is good reason for selecting for Business and Where to Find it™ 
the Scottish Mutual when considering an 


assurance policy. Equally important, however, 


INDUSTRIAL AND 
is the Society’s wide choice of policies for to- 
day’s needs, and the real benefits of the mutual COMMERCIAL FINANCE 
principle of sharing profits among the partici- CORPORATION LIMITED 


pating policyholders themselves. Subscribers: The English & Scottish Banks. 
When choosing a policy for yourself or for 
others, get in touch with the Scottish Mutual— Spee Ort eTe 
. cane ae 7, DRAPERS GARDENS, LONDON, E.C.2 

the long-established Society whose tradition Tel: NATional 8621/5 
serves the needs of today. 
: BRANCHES: 


BinmMinGHAM—214, HaG.ey Roap. Edgbaston 4181 
LeicesteR—31, Friar Lane. Granby 854 
Mancuester—73, WHitrwortsH Sr. Central 5429 


- / Leeps—H » House. Leeds 2-2727 
The Scottish Mutaal  \\\ | cimcccScastsre so. came mt: 
Assurance Society 


HEAD OFFICE: 109 ST. VINCENT STREET, GLASGOW, C.2 
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Mr Macmillan’s Medicine 


HERE is no certainly that the measures an- 

nounced by Mr Macmillan on Friday last week 

in what amounted to the third budget statement 
that the country has endured in 1955-56 — will be 
sufficient to check inflation, to set prices and wages 
on a more restrained course, to reinforce the 
slender reserves that now back the pound and to 
save the currency from a disastrous fall in value 
that has lately threatened it. But there is no doubt 
that they marry force and logic. This first act 
reveals a Chancellor with the courage of convicti- 
ons about policy that not everybody had expected 
of him. Most of his decisions, and his reasons for 
making them, have to be accepted. He could have 
been tempted by the nostrums of controls; he could 
have taken a blind swipe at investment instead of 
rapping it (r2egrettably though understandably) on 
the knuckles; he could have tried to curry political 
favour and sought to soften wage demands (though 
without any chance in either case of succeeding) 

y leaving the subsidies alone. 


His measures do none of these things. For that, 
10st people who have regard for economic wisdom 
ind a healthy democracy will give thanks. They 

e married, moreover, to an increase in Bank rate 
om 4/2 to 5'/2 per cent, the highest rate for 
wenty-four years——notified in the traditional way 
dy simple posting at the Bank of England last 
(thursday week, on the day before Mr Macmillan 
announced in Parliament the governmental mea- 
sures that the higher Bank rate is designed to 
‘reinforce*. The Government is not on this occasion 
depending on monetary policy as the only or 
indeed the principal instrument of disinflation. But 
it has refused to retreat into measures of the oppo- 
site sort, such as building licences or import con- 
trols, for which there had been some agitation; 
both of these Mr Macmillan rejected. Except for a 
lightening of the control over capital issues and an 


important extension and stiffening of the controls 
over hire-purchase, all the new measures are 
strictly in harmony with the policy of making the 
price mechanism more effective. The subsidy on 
investment is withdrawn, and two subsidies to 
consumers are reduced; capital programmes of the 
public sector are being pruned further; renewed 
efforts have been made, and more are promised, 
to keep down the current expenditures of the cen- 
tral government. 


Investment outlays, especially in the private 
sector, will now feel a three-fold squeeze. The 
increase in Bank rate has raised charges for bank 
advances to 6 per cent for the “blue-chip” borrow- 
ers and to 7 per cent or even more for marginal 
borrowers. Secondly, the banks have been asked 
to continue their efforts to reduce the total of 
their advances, and the Capital Issues Committee 
has been instructed to maintain a “vigorously 
critical attitude towards all applications”. It may 
now sanction issues only if satisfied that they 
have a “definite urgency under current require- 
ments“, and otherwise may ignore any prior 
commitments made by the applicant. Moreover, 
although there will be no general lowering of the 
exemption limit of £50,000, the Chancellor is re- 
viewing the possibility of preventing evasion by the 
device of splitting larger issues between a number 
of separate companies. Thirdly, the investment 
allowance granted in the 1954 Budget, which per- 
mitted the writing-off of 120 per cent of the cost 
of new capital assets, is to be replaced (except 
for ships and scientific research) by initial allow- 
ances at the rates obtaining in 1953-54 — 20 pei 
cent on plant and machinery and 10 per cent on 
industrial buildings. In addition, certain types 9! 
investment outlay will be hit by the extension of 


the hire-purchase controls. 
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Capital outlays by the public sector have been 
subjected to a further “full review’, and as a result 
the nationalised industries have cut their pro- 
grammes for 1956 by a further £ 49'/2 million. The 
central government will reduce its original 1956 
programme by £ 22'/2 million, again with no 
comparison with 1955 expenditure. The hospital 
building programme already announced will go 
forward, but congestion in the school building 
programme makes it necessary to defer some of 
the work originally projected for 1956-57. No 
additional measures are proposed for the restraint 
of housing, but the grant of loan sanctions for all 
other capital expenditures of local authorities 
“will have to be severely restrained, save where 
there are exceptional circumstances” — a virtual 
embargo for at least six months except for water 
and sewerage schemes of special urgency. 


Consumption outlays may be expected to be 
affected indirectly by the restraints upon invest- 
ment, and some of them will be directly squeezed 
by the monetary measures; but the Government 
has not been content to rely upon these general 
pressures. Minimum down payments under hire- 
purchase agreements for consumer goods have 
been raised from 15 and 33'/s per cent to 20 and 
50 per cent respectively; additional goods have 
been brought within the control; and a new and 
stringent control has been introduced over the 
hiring of consumer durables. In addition, an impor- 
tant range of investment goods — including shop 
furniture, office equipment, fixed and movable 
plant and commercial vehicles — has been brought 
within the hire-purchase control and subjected to 
minimum down payments of 50 per cent and 
maximum repayment period of two years. 


Consumers suffer an abatement of the subsidies 
enjoyed on bread and milk. The bread subsidy, at 
present 2'/ad on the 7!/ed national loaf and costing 
£ 40 million a year, will be reduced by id from 
February 26th, and the general milk subsidy, at 
present costing £ 37 million a year, will be reduced 
by an increase in the price by ‘/sd on July Ist next. 
The increase in the price of bread will raise the 
retail price index by 0,6 of a point and will save 
the Exchequer £ 18 million a year; the milk increase 
will raise the index (next July) by 0,4 and will save 
£20 million a year (presumably £ 15 million in the 
fiscal year 1956-57). 


Such in broad outline is the scope of Mr 
Macmillan’s measures. To attempt to measure their 
precise impact on the economy would be futile, 
for they represent a Complicated mixture: rein- 
forced monetary pressure; economy in what the 
Government and its agents had intended to spend 
on capital account in 1956-57 (though not, by any 
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clear demonstration, a saving on what it has been 
spending in 1955-56); a sharp tightening of capita! 
sanctions, both for industry and the local authori- 
ties, quite apart from the evident restraints of 
higher interest rates; and a double blow at 
consumption through stiffer hire purchase rules 
and cuts in the remaining food subsidies. All this, 
with a Budget to follow in April, could combine 
into a powerful disinflationary force during the 
course of 1957 sufficient, perhaps, to put sterling 
right and reversible whenever any true signs of 
excessive restraint became visible in the economy. 


Unpriming the Capital Pump 


HE blows that investment suffers are hard, not 

in terms of what may happen to capital expen- 
ditures this year (which may well be less than a 
casual reading of Mr Macmillan’s speech might 
suggest) but in their effect on the brave philosophy 
of positive encouragement to industrial investment 
on which Mr Butler embarked two years ago. 

The cost of the investment allowance in 1955-56, 
together with that of the remnants of the initial 
allowance which were still given on cars and 
second-hand assets, has been officially estimated 
at between £80 million and £90 million. The in- 
vestment allowance alone, at the rate of 20 per 
cent on machinery and 10 per cent on buildings, 
probably accounts for at least £75 million. This 
represents real cost to the Exchequer, and not, as in 
the case of the initial allowance, an earlier receipt 
of tax allowances to be compensated later by a 
corresponding reduction, The latter, in fact, might 
be regarded as a temporary discount of about 10 
per cent on the cost of machinery or 5 per cent on 
buildings. 

The investment allowance has had an important 
impact on total capital expenditures exceeding 
£1000 million and it has last year been playing an 
increasing part in the practical business of finan- 
cial budgeting. Industry must be relieved that the 
February 17th deadline for expenditure then “due 
and payable“ is extended to firm commitments 
under contracts entered into before that date for 
which payment must be made later. Shipping 
companies, too, will be-glad that the case for 
special treatment which they have established in 
the past is still recognised so that new ships, to- 
gether with research expenditure, will continue 
to qualify for the investment allowance. 

The substitution of the initial for the investment 
allowance will-have no immediate effect on the 
amount of tax payable: it will not alter the cash 
budgets for the next eighteen months or so. But 
there is a vital difference in the quality, as opposed 
to the quantity, of the relief: unlike the investment 
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allowance, the initial allowance is deducted from 
the cost of the asset, thus reducing the future 
owances, and is brought into account at the 
ite reckoning. The accounting implications 
must not be overlooked. Provided they are renew- 
ed year by year and provided that capital invest- 
ment and rates of tax remain steady, the initial 
sllowances are a form of revolving credit, the 
aggregate “loan” representing a permanent in- 
fusion of finance by the State. But experience 
shows that these are large assumptions. And the 
one certain thingsis that the “loan“ created by the 
initial allowance has to be repaid whether or not 
it is replaced. When Mr Gaitskell withdrew the 
allowance in 1952 it was estimated that the outstand- 
ing “loan” was of the order of £600 million. There 
have since been four years of repayment and one 
additional year in which a new “loan“ was made. 
Only the Treasury statisticians know how much 
is now outstanding: the figure may be guessed at 
£500 million and its amortisation will probably 
absorb at least a half of the new “loans” which 
are now to.be made. 

If the initial and investment allowances of the 
last eleven years are brought into account, the 
total capital allowances given for taxation pur- 
poses may well be roughly in line with deprecia- 
tion calculated on the basis of the current value 
of the assets used up year by year. As anexpedient 
they have not done their work badly, but ex- 
pedients are fickle substitutes for sound fiscal and 
accounting principles. 


Public Sector Investment 


ITHDRAWAL of the investment allowance, 
however, can at most have a restraining 
effect on less than half the fixed capital formation 
carried out in the economy—the capital spending 
of private business. In recent years companies, 
small traders and private persons have been 
responsible for only about 45 per cent of fixed 
capital investment in Britain—though last year 
their capital expenditure may have risen rather 
faster than the rest. More than half of all fixed 
investment has been in the public sector—about 
35 per cent of it spending by central and local 
government, responsible for the great bulk of 
housing as well as social service building, and the 
‘ining 20 per cent capital expenditure by public 
porations, primarily the nationalised industries. 
public investment is affected by higher 
sst rates, but hardly by the changes in tax 
wances; accordingly the Chancellor has orde- 
| direct cuts in the plans for further investment 
uready in train in the public sector. 
The nationalised corporations are now to spend 
together about £50 million less on capital invest- 
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ment this year than they had planned—which still 
seems likely to leave their total capital expendi- 
ture higher than in 1955. They had already slightly 
reduced their 1956 plans last autumn, at Mr But- 
ler's request. Total investment in fuel will actually 
be down on 1955. Last year it was about £220 mil- 
lion in electricity, £100 million in coal, and £50 
million in gas. Investment plans for electricity in 
1956 are now cut by some £14 million, gas invest- 
ment plans by £5 million, and investment plans 
for coal ancillaries by about £5 million; and total 
fuel investment will be about £20 million less than 
last year, though investment in actual coal pro- 
duction will be slightly up. However, the cut of 
£22 million in the investment plans of the Trans- 
port Commission will still leave the commission 
budgeting for a very substantial increase in capital 
investment—more than enough to offset the net 
reduction in fuel investment, and the cuts in the 
capital plans of air transport and broadcasting. 


Cuts in the Goverment's own capital expendi- 
ture, again, are reductions in plans for 1956 rather 
than reductions below the amounts actually spent 
on investment in 1955. Post Office investment 
plans are pruned by £5'/« million; there will be a 
saving of £10 million in what it was originally 
planned to spend on stockpiling and storage facili- 
ties; and other economies will bring the total 
reduction in planned Government investment to 
£22'/2 million. Hospital building escapes the axe 
in this central government sector, as investment 
in nuclear power escapes it among the nationalised 
industries. 


During 1955, however, the most rapidly rising 
element in fixed capital investment may well have 
been investment by private business; investment 
in the public sector, already too high in its total 
claim on resources, probably rose less. It is now 
a year since credit restraint began to be applied 
to curb the incipient boom inindustrial investment. 
At that time, the boom was in approvals of factory 
building projects and in orders for machine tools, 
rather than in actual building or production of 
machinery. More’ and more factories were started 
throughout the year, and deliveries of plant and 
machinery rose steadily if not as fast as might 
have been expected; investment demand for sieel, 
at length, began to rise sharply during the second 
half of the year. However effectively credit 
restraint may have been working upon decisions 
about still fresh investment projects, there remains 
a massive amount of work to bedone on investment 
already begun. And once a project that will even- 
tually make money is begun, the logical reaction 
of an industrialist to tighter money is to speed up, 
and to get it earning as soon as possible. 
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' Business Notes | 
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A Rally Out oi Season 


“| “HE rise in Bank rate was widely expected, and therefore 

at least partly discounted on the Stock Exchange before 
it came. If only it could be done and put into the background, 
the argument ran, markets and particularly gilt-edged, would 
have a sharp fall and then rally from the new low point. That 
indeed is precisely what happened except that since there 
was a gap in time between the Bank rate announcement and 
the Chancellor's other measures, and since those other 
measures were more drastic than had been generally foreseen, 
the initial drop was smaiier and the subsequent rally more 
prolonged. It is still by no means certain that the rally has 
spent its force. 


The oddity of the rally has been that all the main sections 
of the market have moved together, long-dated gilt edged, 
industrials and even gold shares rose in a period when ster- 
ling was also gaining strength. War Loan which closed at 71 
on the eve of the Bank Rate decision was marked at 70, 
presumably just after the announcement, but by the close of 
business last Thursday it had rallied to 72 and by Tuesday 
it stood at 73°/s. The Financial Times index of Government 
securities had risen from 85.00 on Friday to 86.36 on Tuesday, 
the industrial index in the same period rose from 174.0 te 
175.2 and the gold share index from 91.1 to 92.3. There is an 
apparent lack of logic in this simultaneous rally. If the 
tightening of money policy and the economies are together 
strong enough to under-pin the gilt-edged market, their effect 
on industrials must surely be to restrict dividend paying 
capacity. If these measures are strong enough to impart new 


strength te sterling, how can they also be good for gold 
shares? 


The solution of the anomaly seems to lie in the feeling of 
relief that strong action was after all being taken, and in 
the bear covering (in gilt-edged and industrials but not im 
gold shares) that accompanied it. There were exceptions, 
naturally. Shares related closely to hire purchase, hiring, or 
discount houses could not be expected to react favourably te 
the new regime, though the fall in hire purchase shares was 
not heavy. In the week from Wednesday of last week te 
Tuesday of this, United Dominions Trust have remained 
steady at 65s; Olds Discount have fallen 3d to 17s 6d; J and 
F Stone have fallen is 3d to 22s, and Great Universal Stores 
“A° have actually risen is 3d to 33s 6d. Radio Rentals 
dropped sharply from 44s 3d to 38s 9d. Discount shares have 
tallem generally, Union Discount dropping from 46s. to 42s. 


Sterling's Response 


HE Chancellor's measures have had a tonic effect oa 
sterling. The rate against the doilar which a week age 

was little better than $ 2.80'/«, has this week strengthened 
to $ 280%/s The change was not immediate. Opinion oa 
‘he Continent remained unconvinced even after the Bank 
rate decision and on the afternoon of Thursday of last week 
‘here were signs that some official intervention was required. 
Sut after a week-end during which Mr Macmillan's statement 





ee ie 





could be studied, an altogether better tone pervaded the 
market. On Monday the rate against U. S. dollars opened 
and closed at $ 2.80''/ie with a firm undertone which was 
confirmed in later dealings in New York when sterling 
strengthened to § 2.80*/.. This improvement has since been 
fully maintained. It is probable that it would have gone 
further but for some intervention by the exchange contro! 
which this week must at least have recouped any dollars 
that may have been used to support sterling last week 
As usual the strength of sterling has been reflected in offi 
cial operations in the bullion market and this week offerings 
of gold by the Bank of England have been modest, which 
implies that most of the arrivals of newly mined gold have 
been withheld from the market and have helped to 
strengthen the reserves. 


Sterling has also been steady to firm in Continental 
markets and has made a particularly satisfactory advance 
against guilders in terms of which the sterling rate has 
moved from 10.62%/s to 10.63. There has been some bear 
covering of sterling on the Continent, though what remains 
of the technical short position in sterling must be consi- 
derable. There has been a promising change in the tone in 
comment on sterling from the Continent and, im particular 
@ much clearer appreciation of the harm that Europe would 
suffer if sterling were to weaken to a point where British 
import liberalisation was threatened. 


Anomalies in the Shorts 


VEN if the 5*/s per cent Bank rate and the Chancellor's 

stern measures give dutch courage to holders of War 
Loan, of industrial shares and of gold shares all at the same 
time, the short-dated gilt-edged stocks naturally had to fall. 
The question is whether in spite of that fall they are not stil 
eut of line in price and in yield- While day to day money 
commands 4'/s—4*/s per cent and Treasury bills yield fully 
#/« per cent, Conversion 2 per cent 1958/59 shows a redemp 


Feb. 15 Feb. 20 

Price Yield Price Yield 

per cent per cent 

€:3d €ésd 

Punding 2*/e/e 1952/7 97"/s 4 8 2 SFA 414? 
Nat. War 2'/2/0 1954/6 9815/16 414 3 9827/32 419 38 
Conv 4*/e 1957/8 989/16 413 0 9F1V16 5 0 2 
Ser Fund 2*/«*/e 1957 965/s 45 8 96%: 4 9 2 
Conv 2% 1958/9 929/16 415 4 925/16 417 ? 
Exchequer 2*/s 1960 89"/s 416 4 8917/32 418 8 
Exchequer 3*/e 1960 9315/16 413 2 9211/16 § 0 & 


Gross redemption yields to latest date. 


tion yield of £ 4.17.7. per cent to the latest date, the ©: 
chequer 2 per cent stock of 1960 yields £ 4. 18.8. per cent «' 
even the 2'/: per cent National War Bonds 1954/56 — 1° 
mere six months bills — yield only £4 19.9. per cent 
£ 98. 16. 10*/2, 


Only on the assumption that dearer money is wholly tran» 
lent can a yield on these short stocks, not in line with ba:* 
end money market rates, be justified and that does not se« 
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to be the assumption that the market is making. It is rather 
that the market has been too narrow for a quick adjustment 
) take place. The shorts did fall immediately the Bank rate 
hange was announced, and did not rally when the long dated 
tocks rallied, but as the table of prices and yields just before 
the change and on Tuesday of this week shows, the adjust- 
ment has been small. The market, never well supplied with 
tock, experienced a number of small buying orders. The 
iecavy surtax payer wailing for the occasion to buy the 2 per 

nt stock of 1960 is an obvious example. In the aggregate 
such non-institutional buying can never be big but the 
market was caught without reserves of stock. 


The New Money Rates 


HE consequential adjustments in money rates after the 

rise in Bank rate have generally been a straight rise of 
| per cent. The new rates charged by the clearing banks on 
advances are thus 5‘/2 per cent for nationalised industries, 
6 per cent for “blue chip” companies, 6'/2 per cent for other 
ompanies and the best personal borrowers, and 7 pe cent, 
or sometimes even more, for other personal borrowers. The 
basic clearing bank rate on short loans to the discount mar- 
ket is raised from 2°/¢ to 3°/4 per cent, and as before this rate 
remainder being subject to higher and in part flexible rates. 
applies only te about two thirds of the call loans, the 
The banks’ deposit rate has also been raised by 1 per cent, 
to 3'/: per cent; but the Treasury bill rate at the tender on 
Friday last rose by significantly more than 1 per cent — by 
about 1'/e per cent, to 5'/4 per cent. 


The Squeeze on Lombard Street 


HE discount houses have borne the greatest burden of 

the pressures imposed by tighter money, and now face 
the most serious intensification of their problems. The rise 
n the Bank rate will involve them in a running loss on all 
bills bought at the old rates and financed at the new level 
of money rates, and in a capital loss on any enforced sales 
of bills, or bonds; whilst it will increase still further the run- 
ning loss that was already being suffered on bonds, The 
highest coupon rate of the short loans held in the market is 
the 4 per cent of last autumn’s Conversion stock; now, even 
that stock will be carried at a loss. 


To mitigate these serious burdens, which are escapable 
only by incurring a realised capital loss on sale, the dis- 
count houses are naturally attempting to increase the profi- 
‘ability of their bill business. Hence the surprisingly big 
jump in last week's Treasury bill rate. The houses are 
rying, moreover, to safeguard the margin available to them 
from that high rate. They are resisting paying the banks 
more than 4'/2—4%/, per cent for money; and they are trying 
to avoid re-selling bills at rates above 5 per cent. These 
attempts, however, could not hold out against sustained 
pressure on credit supplies by the Bank of England — and 
the market has already had to take some Bank loans at 
5''2 per cent. 


The straits in which Lombard Street found itself even be- 
fore the latest rise in Bank rate is ifustrated by the balance 
sheet of Gillett Bros., for the year ended January 31st. “In 
view of the year’s results”, the company was unable to 
make the hoped for increased distribution. The effective 
dividend was maintained by a payment of 11'/« per cent 
(against 12'/2 per cent) on the increased capital. The whole 
of the inner reserves were applied to writing down invest- 
ments, and there still remains a disclosed depreciation In 
the balance sheet of £425,770 (on a portfolio valued _ 
under cost and below redemption value” at £16.0 million). 
That depreciation is amply covered by published reserves. 


Commodities after Bank Rate 


T cannot be claimed that commodity prices have yet shown 

a common response to the increase of one per cent in 
Bank rate and the other measures designed to curb British 
inflation. The classic response is for the premium on forward 
quotations to rise reflecting the higher cost of carrying stock. 
But that is nowadays the exception rather than the rule, for 
there are few commodities — cocoa is one — in such ample 
supply that the surplus flows on to the market. In others, 
particularly the non-ferrous metals, spot supplies are tight, 
with the result that spot prices command a premium and the 
forward positions are at a discount. In these commodities any 
further economies in consumers’ and merchants’ stocks may 


accentuate, rather than diminish, the premium for spot 
supplies. 


Inflation does not disappear in a day, and for the time 
being at least the non-ferrous metals are still buoyant. Cash 
copper touched a new peak of £408 a ton in London on 
Tuesday, thanks to the rise of 3 cents to 46 cents a Ib 
(£368 a ton) in the American producers’ price and to fears of 
fresh labour troubles in Chile. Tin is still short in Europe, 
though not in the United States, and cash metal has risen to 
about £817 a ton. Lead and zinc prices are sustained by 
anticipation of a shortage following the interruption of 
shipments from Australia during the dock strike. Rubber and 
cocoa, in contrast, have weakened further. Spot rubber in 
London has dropped to about 29'/:d a Ib, and Accra cocea for 
March/May shipment is down to about 218s a cwt. While 
quality teas command good prices common tea has fallen 
below 3s a lb for the first time for several years. There has 
been little change in grain prices, but France is paying 
substantial premiums for high quality Canadian wheat that 
can be shipped in time for seeding in the spring, to replace 
wheat that has been destroyed by the severe cold. Cotton and 


wool prices are generally firm and raw jute has held most 
of its recent advance. 


Hiring and Television 


= radio and television business has received a right 
and left from the Chancellor that will make it groggy for 
months. The increased hire purchase deposit of 50 per 
cent instead of 33'/s per cent is a severe blow to retail 
sales and must accelerate the decline which set in after 
the autumn budget. But the attack on rental agreements is 
heavier still, Successive restrictions on hire purchase and 
the rise in purchase tax have led to a big increase in the 
renting of television sets and a substantial portion of the 
industry's output has been going to the rental companies. 
Many companies hit by hire purchase restrictions in other 
fields have turned to television rental as a means of 
supplementing their depleted turnover. They face a severe 
cut in their business. The attraction of rental agreements 
was that no deposit was required. The regulation requiring 
the down payment of the whole of the first nine month's 
rent when the agreement is signed means that new rental 
customers will have to produce a deposit of at least £20, 
and the bigger the receiver, the larger the sum. 


The regulation contains few loopholes and instalment 
traders must now find some way of reducing their already 
substantial stocks of receivers, whith will continue to grow 
until outstanding orders have been filled by the manufactur- 
ers. Last summer, the first hire purchase restrictions 
of 1954. The autumn budget, with its higher rates of purchase 
tax, led to a short-lived boom in October, but this worked 
itself out by November, and sales fell by 20 per cent. When 
the cumulative force of these earlier steps is joined by the 
new regulations on hiring, the impact on output must be 
considerable. Some observers in the trade fear that output 
of receivers may have to be cut by as much as half in the 
next six to nine months. 
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No Change Yet in Mortgage Rates 


HE reaction of the building societies to any move in 

Bank rate is almost standardised—that there is not neces- 
sarity any immediate connection between Bank rate and the 
rates paid to shareholders and depositors and charged to bor- 
‘owers. After last week’s Bank rate increase, the Building 
Societies Association made the usual statement in new 
words: “The higher Bank rate will have no immediate effect 
on rates paid or charged by building societies. The ultimate 
effect depends on whether there is a general rise in the level 
»f long term rates.” 

That sounds a weak statement. Yet there are strong 
reasons why the societies should avoid a hasty decision. In 
many mortgage agreements they cannot increase their 
harges without considerable notice, and even where there 
is no such legal obligation many of them would hesitate to do 
it without about three months grace. They therefore wish to 
adjust rates only to longterm changes in interest rates. They 
further argue that the adjustment in yilt-edged prices that 
has followed the increase in Bank rate has not yet put build- 
ing society interest out of line with gilt-edged rates.Three 
per cent net payable on shares is equal to £5. 4s. 4d. per cent 
grossed up at the standard rate of tax and this is still above 
most gilt-edged yields. It is suggested that most of those 
shareholdings and deposits liable to quick withdrawal on a 
change of the financial climate were withdrawn last summer. 
The societies now expect a reduced flow of new investment 
and will have to be even more careful about new mortgage 
loans, but hope not to experience heavy withdrawals. 

All that may prove to be wishful thinking, and the 
societies may in the end have to face another move in rates, 
but they hope to avoid it—not least because of the impact 
of tax. To pay one per cent net more on shares, they would 
need to charge 1'/s per cent more on mortgages—-and that 
would raise the general level of owner occupier mortgages 
to 6'/2 per cent. Such a possibility fills them with dismay. 
There is, moreover, an odd consequence of increasing mort- 
jage instead of increasing the monthly payment; on past 

xm he has usually exercised it, leaving his monthly pay- 
1ent unchanged. It then contains a higher proportion of 
nterest and a smaller portion of capital, and on the higher 
interest element he obtains a higher tax relief. On the short 
run, the result is to relieve his pocket and is inflationary 
rather than deflationary 


Electric Sparks Fly 


FE labour departments of Britain's nationalised indus- 

tries are largely staffed by former trade union officials, 
and some sit on the actual boards; wage negotiations in 
these industries tend to be centralised into national bar- 
gaining; and the nationalised industries tend to set the 
pace in conceding wage increases. All these points have 
been noted by outside critics: it has taken a critic inside 
one of the nationalised industries — Mr H. J. Randall, Chair- 
man of the London Electricity Board — to link them to- 
gether into a chain of cause and effect, and hence to trace 
a major responsibility for wage inflation in this country 
back to undue reliance upon former trade unionists who 
could not be trusted to bargain hard enough with ex- 
colleagues. 

This is a thumping. accusation to make — particularty in 
an industry headed by the most distinguished ex-trade 
unionist of them all. It is perhaps not surprising that this 
view, among others, should have led Mr Randall to resign 
his chairmanship six weeks ago (he leaves at the end of 
June), Tt is certainly not surprising that Lord Citrine should 
have been roused to reply — suggesting reasonably enough, 
on the face of it, that any specific complaint from the Lon- 
don Electricity Board that it was insufficiently consulted 
in settling the wages it had to pay should be handled within 
the industry. Mr Randal! did not consider the suggestion 
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reasonable, complaining darkly that in discussions with the 
Central Electricity Authority he and his colleagues o; 
the London Board were embarrassed by dealing with “a 
presiding judge who is also the prosecuting counsel”; and 
later, suggesting that Lord-Citrine, through long experienc. 
of trade union administration, would hardly be qualified 
to appreciate his original point. 


The state of relations between the Central Electricity 
Board and one of its Area Boards revealed or at least 
suggested by this public exchange does not sound part: 
cularly edifying. Few who have any acquaintance with Lord 
Citrine’s iron probity of purpose are likely to impute to 
him any undue softness in bargaining, or undue favour 
towards any of the groups of interests that as the chairma: 
of a nationalised industry he would hold it his duty ¢ 
consider — including its employees. The centralisation of 
wage bargaining is not peculiar to electricity or to nation- 
alised industry; nor have most of the independent criti- 
cisms of the staffing of labour departments in the industri: 
with former trade unionists been of these men’s softness i: 
bargaining. As a logical explanation why nationalis 
industries have led wage inflation, Mr, Randall's “prot: 
is a good deal less than. convincing; after all, have mn: 
several of the crucial “ultimate decisions” about wa 
increases in these industries been made in Whitehall? & 
as a sign of the way in which Area Boards expect to be ab 
to make their opinions heard in an industry in which th: 
formally possess some statutory independence, his ulter- 
ances have been more telling — and more disturbing 


Paying the Miners’ Wages 


HE increases in basic wage rates granted last week 
British miners paid by the day ranged from 14s to 16 

week: as there are about 350,000 — 400,000 day wage me 
crude arithmetic makes the annual bill about $14 million fo 
the National Coal Board. The wages of the other 300,09 
miners, who work on piece rates, are continously bs 
changed through local negotiation; if over the next 
months they obtain roughly corresponding increases, t! 
effect might be to add another £10 — 12 million to | 
annual wage bill. The protracted revision of the wage si! 
ture for piece workers is still grinding on. On the dubio 
principle that the Board ‘seems to have accepted, this n 
mean levelling up rates for all districts roughly to 
highest, so that the net effect will probably be ano!! 
sizeable increase in wages (possibly totalling more than ! 
£13 million that revision of the lower-paid day wage pr 
wage structure cost last March). But that may not o: 
before the end of this year. 


Allowance was made for the probable cost of revising |! 
piece rate structure when coal prices were raised last yeu! 
Since it has not happened yet, the Coal Board should in 
theory have been left somewhat better off last year than |! 
had expected. That increase in price, planned to bring in 
£53 million last year and £112 million in the full year of 195 
was expected to hold the Board's deficit down to about £15 
million in 1955 and possibly offer a surplus of up to {15 
million on operations this year. For 1955 at least, the Board's 
estimates seem to have gone quite awry. In the first nine 
months of the year its deficit on operations reached neatly 
£29 million, and even quite remarkable financial resu!ts 
during the last quarter would not seem likely to have pulled 
its deficit for the year as a whole below £25 million. If it did 
lose as much as that, its accumulated deficit would exceed 
£40 million now — and its chances of reducing that by any 
significant surplus for 1956 would seem very questionable. 


So far as current operations are concerned, however, 1!" 
board does not appear to be running seriously in the rec 
and no proposal for any immediate increase in coal prices 
appears to have been put forward. It may soon, however. !)° 
approaching the limits of its sanctioned borrowing pow?e'> 
for capital investment. The limit at present stands at £300 
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million; by the end of 1954 the amount outstanding in 
advances from the Minister of Fuel and Power was close on 
£160 million, and during 1955 the Board expected to borrow 
about £75 million more. In the last few years of increasing 
capital expenditure and generally disappointing financial 
results the coal industry has been unable to finance nearly 
as high a proportion of its investment by self-financing as it 
originally hoped. 


New Approach in Wheat 


RITAIN has made a constructive suggestion for lifting 

the world wheat trade and the International Wheat 
Agreement out of its rut. When the second session of the 
wheat conference opened in Geneva this week the British 
delegate ammounced that Britain would not join a new 
Agreement of the present type but was willing to play 
a full part im international measures designed to relieve 
the surplus and rationalise production. Mr G. S. Bishop 
pointed out that the present agreement neither discourages 
overproduction nor encourages consumption nor is it linked 
with the disposal of surpluses. In such an agreement the 
British government could find no justification for re-intro- 
ducing the controls on wheat trading that participation 
would require. He continued: “We definitely do not wish 
to see wheat sold at prices which would result in economic 
instability .It is indeed the policy of the British qovernment 
to support the orderly settlement of commodity problems 
on an international basis and... it believes that measures 
of a different character from the wheat agreement could 
be found which would make a real and positive contribution 
to the present wheat problem. My government would give 
the fullest support to discussions which sought to establish 
by a formal convention a set of internationally agreed 
rules for the orderly disposal of wheat surpluses .. . and 
would be ready to include in such discussions the 
examination of wheat production policies.” . 

The British proposal will not be popular, but it is realistic. 
The prime need is to reduce production in both exporting 
and importing countries. The members of the Wheat Council 
have often discussed the problem of surplus wheat, but 
have never been willing to accept any obligation to adjust 
the policies that produced the present surpluses and present 
difficulties. The British idea will not be accepted easily. 
Meanwhile, no one should be alarmed at Britain's refusal 
to join the agreement, for the real bulwark against a 
collapse im prices lies in the state marketing systems of 
the main exporting countries. Should other countries decide 
‘o renew the agreement Britain suggested that the Wheat 
Council would be a forum for the discussion and co-ordinat- 
ion of governmental wheat policies as well as the 
cdministration of the agreement. 


Production for Defence 


HE White Paper on Defence no longer attempts to 

conceal the fact that something has gone seriously 
awry in the defence production machine. At the present 
time, neither the Army nor the Navy are heavy buyers of 
equipment, and the greater part of defence production is 
ior the RAF. But in the last financial year, the Air Ministry 
spent*£ 40 million less than the £540 million originally 
estimated because of wholesale cancellations and post- 
ponements of aircraft deliveries; and the relatively low 
estimate for this coming year, £517 million, is a sign that 
deliveries will be once again below expectations for the 
same reason. 

The fashionable explanation of the moment, and one to 
which the White Paper subscribes, is that development 
‘roubles have arisen because the limited resources of Bri- 
tain’s defence industries have been spread too thinly over 
an impossibly large number of projects. No one would 
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dispute the truth of this argument except, perhaps, the 
companies involved on those projects, but it cannot be the 
whole explanation. Some projects would never have been 
successful, no matter how great the resources poured out 
on them. Not all the great resources of Vickers-Armstrongs 
could have made a success of the Swift once it was decided 
to double the power of the aircraft's engine and the quantity 
of its armament. 

The ultimate responsibility must rest with those who place 
the orders with industry on the basis of preliminary designs 
put up by competing companies. Certainly, they have in 
the past placed orders for too many projects, but they have 
also on occasion made bad choices. Ironically enough, it is 
only the multiplicity of projects under development that 
has saved the RAF from being even less effectively equipped 
than it is today. 


More Spending on Fewer Projects 


HE White Paper proposes to stop the rot in defence 

production by two means: by drastically cutting the 
number of projects now under development, and by spending 
more money on those that remain on the list. The amount 
to be spent on research and development, which has been 
held fairly steady at £160 million during the past two 
years, will rise to £180—190 million in 1956-57. This is 
hardly a big increase, considering the ever-growing com- 
plexity of the weapons under development. Some of the 
extra expenditure is promised for an expansion of research, 
a belated recognition that many of today’s troubles are 
directly traceable to “economies” in research made in the 
five critical years after the war. But this will not yield 
dividends in terms of weapons for several years. 

The review of projects now under development by the 
Ministry of Supply will take a few more weeks to complete. 
Before it is finished, the Ministry of Defence may need to 
intervene to persuade the services that some schemes, 
however necessary they appear to individual departments, 
must be abandoned, in the interests of what is sensible 
and possible for this country's limited resources. Guided 
weapons and atomic weapons, both of which are the basic 
armaments of the future, make heavier demands on industry 
during their period of development than the aircraft and 
conventional explosives that they replace although, in the 
long run, they may show substantial economies. Much tech- 
nical assistance on guided weapons is being given by the 
United States, especially for the ballistic rocket now under 
development — although that assistance, unfortunately, stops 
short of their atomic warheads. But as the British arms 
programme is modified and trimmed to fit the country's 
capacities better, the argument for buying certain speciali- 
sed equipment from abroad may grow stronger. It may prove 
cheaper in the long run to allocate a certain proportion of 
dollars to buy, in the United States, equipment needed only 
in limited numbers, rather than develop it in this country, 
at a heavy cost in terms of scientific research and engineering 
man-power. In the meantime, serious thought needs to be 
given inside the defence departments to seeing that the 
projects finally retained for development at home are chosen 
wisely and correctly. The White Paper's lengthy discussion 
of production and research can be searched in vain for any 
hint of how this will be done. 


Imports in January 


HE detailed returns of British overseas trade in January 

do nothing to allay-anxiety about the trend of imports. 
While a seasonal increase in arrivals from the sterling area 
was partly to blame for the rise in total imports last month, 
arrivals of many other items were also increased, The 
sharpest rise was in basic materials, imports of which were 
five per cent above the monthly average of the. fourth 
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quarter — a heavy increase even though these are the raw 
materials of industry. Arrivals of raw wool, at nearly £20 
million in January, were £8 million higher than the fourth 
quarter's average and — despite lower prices — £1 million 
higher than in January 1955. Arrivals of woodpulp, raw 
cotten, hides and skins were also higher than in the fourth 
quarter. These increases were only partly offset by a mainly 
seasonal fall in arrivals of timber, which at £11 million were 
£7'/: million lower than in the fourth quarter and £2 million 
lower than in the previous January. Imports of manufactures 
in January were two ‘per cent ‘higher than in the fourth 
quarter. Arrivals of iron and steel, which might have been 
expected to have levelled off by now, were over £1 million 
higher than in the fourth quarter and over three times the 
figure of the previous January. Arrivals of chemicals; 
leather, paper and paperboard were also higher than in the 


United Kingdom Imports 
£ million — monthly everages or calendar month 
Year Jan.-Sept. Oct.-Dec 
1954 1955 195: 
sod, beverages & tobacco #105 119,1 123,’ 
Basic materials 85,4 93,4 c 
Fuels & lubricants 27,4 33,9 


Manufactures 56,6 73,1 79, 


281,2 


r 


Total 320,7 3343 3463 


fourth quarter. Non-ferrous metals were the only category in 


the fourth quarter average. Imports of coal remained 

t 810,000 tons, and imports of crude and refined oil rose 
further €t''2 million to £19'/2 million representing an 
ase Of 26 million gallons to 806 million. Arrivals in the 
d, beverages and tobacco group in January rose by three 
per cent, compared with the fourth quarter, thanks to a 
‘asonal increase in imports of dairy products and to larger 
imports of meat, which at £29 million were £1'/2 million more 
than in the fourth quarter and £4 million more than in the 


Ja nuary. 


previous 


Two crumbs of comfort are to be found elsewhere in the 
trade returns. Exports, though not high enough to support 
Britain's present import bill, are still buoyant, and the terms 
of trade still favourable. Exports, at £258 million in January, 
were only £3 million below the average of the fourth quarter, 
and they were £16 million above the average for the whole 
of 1955. Shipments of engineering products, which are equal 
to two-fifths of total exports, reached the record figure of 
£104 million in January, 4'/2 per cent above the fourth 
quarter average. With no change in prices of exports or 
imports last month the index of the terms of trade was 1014 
{1954 = 100) for the third successive month. 


“Imps“ Expanding Trade 


The Imperial Tobacco Company is evidently on a tide of 
expanding business more impressive than the prelimi- 


nary figures which showed a rise of £ 308,250 to £ 19,872,496 
in the trading profit of the parent and of £ 677,034 to 
£ 22,633,318 in those of the whole group suggested. The full 
accounts disclose that the increase in turnover was materially 
greater than that increase of about 114 per cent in the trading 
profits of the parent. Stocks in the parent company’s balance 
sheet (that is stocks in the tobacto side of the business) 
were up by £ 14,6 million to £ 140,5 million and debtors (which 
are merely stocks in the hands of distributors) were up by 
another £ 3,2 million at £ 59,5 million. Most of this increase, 
the directors explain, was attributable to extra quantity 
needed to support bigger sales: a smaller part arose from 
the higher cost of leaf tobacco. The subsidiaries — the 
non-tobacco side of the business — have shown a slightly 
larger profit increase than the parent. 

Stockholders will have no complaints about the directors’ 


informative report but they may find it difficult te assess 
what this expansion means in terms of earnings and asset 
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values on this steady going stock that at 55s. 3d. yields £ 7. 
13s. Od per cent. In the next financial year ending on 
October 31, 1956, the group will have the full benefit of the 
increased prices; if costs have not risen still further gross 
earnings should benefit. Secondly the group despite its recent 
loan stock issues on terms that in netrospect look remarkably 
favourable, remains a heavy borrower of bank money. It has 
mitigated that borrowing by raising the loan capital from 
£ 54.9 million to £ 65.0 million and by raising the borrowings 
from associated companies frorn £ 5.8 million to £ 7.4 million 
but the group still owes its bankers £ 26.9 million compared 
with £ 28.1 million. The need to hold larger leaf stocks, plus 
the impact of higher interest rates, may possibly explain the 
decision to leave the total ordinary dividend unchanged at 
21 per cent. 


South Africa Controls £ Transfers 


Upewites to follow Britain in the latest increase in Bank 
rate and determined to defend its reserve by prevent- 
ing the movement of funds from South Africa to London in 
search of higher interest rates, the South African govern- 
ment has decided to control the movement of funds from 
South Africa to the rest of the sterling area, just as it is 
controlled when the movement is to a non-sterling country 
The restrictions will apply only to funds held by South 
African residents. Ordinary trade and Stock Exchange share 
dealings should not be affected. No restriction will be plac« 
on the transfer of funds to the sterling area for current 
commercial transactions, nor will any restrictions be placed 
on_the transfer of funds for the purchase in London of South 
African mining, industrial and other shares quoted on the 
London Stock Exchange. The responsibility for “vetting” 
the nature of each transfer will be placed on the bank 
concerned. The main reason advanced by the Minister of 
Finance, Mr. Louw, for this step, was that South Africa wished 
to maintain its existing Bank rate of 4%4 per cent and that 
a higher fiqure might cause serious damage to the country’s 
economy. However explained and justified, the decision 
must be viewed with disappointment since it constitutes an 
exeption — though by no means the first — to the convention 
that within the sterling area freedom of transfer reigns 


Lucky Park Gate Sale 


oe week the Iron and Steel Holding and Realisation 
Agency, of which Sir John Morison is chairman 
managed to sell the whole capital of Park Gate Iron and Stee! 
Company to Tube Investments at a price which not only 
shows the agency a profit over the price paid on nation! 
isation in 1951, but also yields the agency more than 
could have hoped for if the market had been in any state ‘ 
make a public offer conceivable. Tube Investments is pay- 
ing £5.6 million of which £1 million has already been paid 
and the balance has to be found within two years. That sum 
pays for the whole ordinary capital (now a nominal £2 mil- 
lion) and covers the repayment of the loan of £3%/4 million 
that the agency and its predecessor, the Iron and Steel Cor- 
poration of Great Britain, advanced to the Park Gate com- 
pany. The agency makes a profit of approximately £450,000 
over the net compensation value of £1.4 million and its sul- 
sequent investment of £3.75 million. 

It is easy to see the value of the Park Gate company to 
Tube Investments. Like Round Oak Steel Works, bought 
from the agency for £5.8 million in 1953, it will assure sup- 
plies of steel for Tube Investments’ seamless tubes. At the 
same time Park Gate's modern bar mill is a useful acquisition 
and Tube Investments will continue to expand Park Gale's 
production of special steels for existing customers. After 
considerable fresh investment Park Gate's earnings have 
recently expanded; but to get the results it wants, Tube 
Investments will still have to spend a considerable sum on 
the replacement of older equipment. 
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Conways for the DC 8 


(ys of the two big American jet airliners under develop- 
ment, the Douglas DC 8, may be powered by British 
engines. The company has issued details of a new version 
of the DC 8 airliner using the Rolls-Royce Conway by-pass 
engine. There are two versions of this aircraft. The first is 
a 122 seat aircraft for use on domestic routes inside the 
United States; the second, which will take longer to develop, 
is a 132 seat machine capable of the much longer non-stop 
flight across the North Atlantic. It is for this second version 
that the Douglas company propose to use the Conway, as 
an alternative to an advanced mark of the Pratt and Whitney 
J-75 engine. Cost estimates by Douglas suggest that the 
Conway-powered aircraft would be slightly cheaper to 
operate, at 1.39 cents per seat mile on a mixed first-class and 
tourist aircraft as against 1.46 cents using Pratt and Whitney 
engines. The Boeing company is also considering a Conway- 
powered version of its 707 airliner. It will be interesting 
to see how the airlines respond to the combination of a 
British engine in an American airliner. This course, incident- 
ally, has already been proposed, unofficially, by the Lock- 
heed company for its turbo-prop Electra airliner. The adoption 
of the Conway by Douglas or Boeing would give Rolls-Royce 
a market for this engine that it has so far lacked at home. 


Budget in Prospect 


HE publication of the Vote on Account and the Statement 

on Defence makes clear the above-line expenditure 
on “supply services” that the Chancellor will have to pro- 
vide for next April, though the official estimate of total 
ordinary expenditure, including debt service under the 
Consolidated Fund, will not be available until the Budget. 
Belore taking into account the cuts in the bread and milk 
subsidies, total supply expenditure in 1956-57 has been put 
at £3,979.7 million; the extra saving will be £33 million next 
year (and £38 million in a full year). The adjusted estimate 
of supply expenditure is £88.2 million above the original 
estimate for 1955-56 -— and will almost certainly be 
considerably more above actual expenditures, which are 
running well below estimate. 

The big uncertainty in the size of the Budget is the 
estimate for the Consolidated Fund. For the current year, 
this was raised from £667 million to £699 million, but in 
the event, mainly owing to the increase in interest payments, 
will involve a far larger increase: by mid-February, total 
charges on the fund had reached £616.6 million, £71 million 
more than at the corresponding stage of 1954-55. In the 
coming year, the total interest charge could be raised still 


ESTIMATED EXPENDITURE, 1955-57 
Original Estimates (£ mn.) 
Total Supply Services:— 


1955-56 1956-57 

gr ey eee oe ae 347.0 351.0 
Wet Gas: 6 he. we ee ee 484.0 479.0 
Air Ministry ies Meera eo 540.4 517.5 
Ministry of a 147.5 185.0 
Ministry of Defence ....., ; 18.3 16.2 
Gross Defence Expenditure, . . . 1,537.2 1,548.7 
Less Counterpart Aid... . . 43.0 50.0 
Net defence expenditure. . . . 1,494.2 1,498.7 
Civil expen@iinges® .9. « « os es 22,0158 2,428.2 
Tax collection Tr eee 49.0 52.8 
Total Supply Expenditure . . . . . 3,858.5 3,979.7 


Not taking account of subsidy changes. 


further, and certainly would be if the current Bank rate 
and tight money conditions were sustained throught the 
year. The recent increase of just over 1 per cent in the 
Treasury bill rate adds, on an annual gross basis (i. e. not 
taking account of consequential increases in income tax 
Payments) about £30 million to the interest charge. 

The net total of the defence estimates, after American 
“id (slightly up on last year) has been excluded, is almost 
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the same as in 1955-56. It includes the estimate of £67 
million for increased pay and differentials for long service 
men and also £50 million for maintaining British forces in 
Germany; this estimate might prove optimistic, depending 
on the course of negotiations with the West German govern- 
ment. The considerable decline in the Air Ministry estimates 
reflects underspending in 1955/56 due to lags in production. 


EXPENDITURE ON THE SOCIAL SERVICES 
(£ million) 


Estimated Expenditure Increase 


or 
1955-56 ° 1956-57 Decrease 
Education ® ; ; 3 3333 347 382 + 35 
Health Service . . . 3 3 3 479 503 + 2% 
National Insurance 
(inc. family allowances. ; 207 213 + 6 
National Assistance . . . , 125 128 + §$ 
PE go a eee hk 2 75 77 + 2 


* Including supplementary estimates. 
? Including universities. 


Total “supply” expenditure by civil departments, including 
the increased requirements of the tax collecting departments, 
is estimated at £2,481 million for 1956-57, after excluding 
£185 million of expenditure by the Ministry of Supply 
included in the defence estimates shown in the first table. 
This is an increase of over £100 million and the second 
table shows that this year as last the steady growth of 
education and health expenditure is responsible for the 
greater part of it. 


New Rules for Heavy Haulage 


NE of the minor but no less controversial matters the 

new Minister of Transport has on his plate is the furore 
created by his predecessor's proposals about the movement 
by road of “abnormal indivisible loads.” These were published 
last November and few of the observations from industry 
and hauliers, which the Ministry asked to be submitted by 
last month, are kindly. For after making light of previous 
suggestions to make this traffic subject to a special ad hoc 
licensing procedure—as it would “require an army of offi- 
cials to cope with 10,000 to 20,000 licences a year’’—this is 
just what the Ministry itself put forward, except that the 
bulk of the work would be done by the local licensing 
authorities and the new rules would be applied only to 
vehicles and loads longer than 60 feet or wider than 12 feet. 
At the same time the Ministry advocated narrowing the 
dimensions of cargoes and lorries for ‘which prior notice must 
be given to the police, and of the really immense loads that 
require a special order from the Minister—now to be defined 
as over 125 tons in weight, 80 feet in length, or 18 feet in 
width, lorries included. 

Plainly the Minister is right to be concerned about the 
growth in these large bulky road traffics and their effect 
upon congestion, road surfaces, and bridges. But is this 
particular licensing system going to solve this problem satis- 
factorily? Direction of routes and timings is done probably 
as well as can be at present by the police under their existing 
powers—new rules are not needed for that; obliging industry 
to give three weeks’ notice to licensing authorities is liable 
to make the proposed new licensing procedure either unwork- 
able or frustrating. The movement of these loads at the 
inconvenience of other road users are to some extent akin 
to “industrial nuisance.” Industries that emit noxious effluent 
are subject to special regulation in the interests of the com- 
munity at large; and there is no argument in principle against 
some regulation of this cumbersome traffic in the interest 
of road users at large, at least until Britain gets itself an 
adequate road system. But the Ministry's proposed method 
of regulation seems to be an unnecessarily complicated and 
clumsy one; apart from this there are objections to putting 
power into the hands of local tribunals to decide, in effect, 
whether particular loads shall go by road, by rail, or by 
water, and whether large units of equipment ought to be 
shipped in parts and assembled on site (which may be 
abroad). 
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doesn’t 


take chances 
with his 


money 


He's prepared to risk a broken 
limb, but not a broken future. 


By investing in Abbey National 
he takes a safe line anda 
profitable one. His money 
earns 3%, income tax paid by 
the Society. This is equal 

to £5.4.4 per cent to 
investors who pay income 


tax at the standard rate. For 
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full particulars, write now for 
the Society’s Investment Booklet. 
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ABBEY NATIONAL 


BUILDING SOCIETY 
Total Assets 
£237,000,000 


Member of the Building Societies Association 
ABBEY HOUSE - BAKER STREET 
LONDON, N.W.1 Telephone: WELbeck 8282 
Branch and other offices throughout the United 
Kingdom : see loca! telephone directory for address of nearest office, 
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COMMONWEALTH TRADING 
BANK OF AUSTRALIA 


8 Old Jewry, London, E.C.2 
and at Australia House, Strand, London, W.C.2 


is the INCREASED 
INTERIM LIFE BONUS 


on all 


ROYAL 


INSURANCE 
TU 


‘WITH-PROFITS’ POLICIES 


The * Royal’ Bonus is outstanding 

and has been maintained for over 

a century without interruption 

and at a rate never less than 
30/-% per annum. 


May we send you particulars of our 
“ With-Profits Policies? 


1 North John a. :{* Head __ 24/28 Lombard St. 
LIVERPOOL, 2 Offices -LONDON, E.C.3 
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Head Office 
BARTHOLOMEW LANE, LONDON, E.C2 


Established 1824 


for 


All Classes of Insurance 





ALLIANCE 


ASSURANCE COMPANY LIMITED 
| 


REPRESENTATION THROUGHOUT 
THE UNITED KINGDOM 
THE BRITISH COMMONWEALTH AND 
ELSEWHERE ABROAD 


The Finest Service 





The Company undertakes the duties of 


Executor and Trustee 

































Habib Bank Limited 


Established 1941 


Head Office: KARACHI (PAKISTAN) 












Authorised Capital ... .. Pak Rs. 30,000,000 
Issued & Subscribed Capital Pak Rs. 15,000,000 
Paid-up Capital Pak Rs. 15,000,000 
Reserve Funds Bie .. Pak Rs. 15,000,000 
Deposits as on Dec. 31, 1955 Pak Rs. 468,700,000 


With a network of 64 branches in all the important trade centres 
of East and West Pakistan, Habib Bank Limited, is in a position to 
assist those desiring to establish contacts for exports or imports. 
The Bank’s services are Always available for any banking require- 
Ments in Pakistan. 

The Bank is fully competent to handle all foreign exchange 
business, including opening and advising of commercial letters of 
tredit, collection of documentary bills, remittances, etc. 


FOREIGN BRANCH: 
























BOMBAY (INDIA) 


Habib Bank (Overseas) Limited 


Head Office: KARACHI (PAKISTAN) 
BRANCHES : 






RANGOON (BURMA), COLOMBO (CEYLON) AND 
MOMBASA (BRITISH EAST AFRICA) 


Correspondents and Agents in all important Cities of the World. 
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UNION BANK 
OF SWITZERLAND 


HEAD OFFICE: ZURICH, Bahnhofstrasse 45 
UNION DE BANQUES SUISSES 





on the River Aar has always been an 
important river crossing and an inter- 
national crossroads. It was well guarded 
by the Romans between 20 BC and AD 260 


Putevorybody 


that Olten is to-day a junction of the 
Basle—Gotthard—Rome and the Geneva 
— Zurich — Lake of Constance routes. 
Thousands of visitors from the United 
Kingdom will recall having passed through 
Olten on their way to the Bernese Ober- 
land or to Lucerne and Italy. 

Olten is also an important centre of 
industry, renowned for soap, machinery, 
and other products. 

The Olten Branch of The Union Bank of 
Switzerland has great experience in all 
matters concerning imports and exports. 
This valuable experience is entirely at 
your disposal. 





SCHWEIZERISCHE BANKGESELLSCHAFT 


‘OVER 30 BRANCHES THROUGHOUT SWITZERLAND 
Capital, fully paid 
Res 


Swiss Francs 90,000,000 
Swiss Francs 72,000,000 
Swiss Francs 2,289,059,237 


Cable Address for all Offices and Branches 
BANKUNION 
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One heavy blow, and it was all over... 


The load was seven tons, instead af the safe five. A wind squall of What Vulcan say about it 
S| m.p.h. created a pressure of \O% lbs. sq. ft., which was 5 lbs. over Users of cranes and hoists need to be extra-careful. As 
the workimg margin. So, it’s not surprising that, what with the well as the obvious precaution of insurance, safety 
weight and the wind, the crane just couldn't stand any more, regulations must not be overlooked, otherwise you're 
in for a whole load of trouble—as sure as our 
name’s Vulcan. 
What Vulcan insure, Vulcan inspect with an eagle- 
eye. Our Engineer-Surveyors know what to look for, 
where to find it, and accidents never 
get achance. Cranes, hoists, boilers 
and steam engines, electrical appa- 
ratus, pressure and vacuum vessels 
—these all meed Vulcan’s specia- 
lised insurance, and the specialised 
inspection that goes with it. 


VULCAN INSPECTS — AND PROTECTS 


FREE. For news of industrial accidents and 


FT 
THE ulcan BOILER & GENERAL SS “ay ways to avoid them, ask us now for ‘ Vulcan’, 
* : : i" a 
INSURANCE CO. LTD. o quavterty journal for Power users. Please 
: write to Dept. 17. 
67 King Streét, Manchester 2 
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Asian development is a Wortd Problem. 

The Road to Asian advancement is through economic progress 

by Asian countries. 

japan can play a prominent role ia the economic rehabilitation 

and development of Asian countries. 
The Mitsubishi Bank Limited, che leading bank- 
ing institution in japan, maintains cicse contact 
with business leaders and the principal enter- 
prises in Japan. itis in an emirently satisfactory 
position to serve you in every type of business 


with Japan. 


CAPITAL PAID-UP:; ¥2.750,000.000 
HEAD OFFICE: Marunouchi, Tokyo 
BRANCHES: 155 throughout Japan 
NEW YORK BRANCH: 111 Broadway, New York 6, NY 
LONDON REPRESENTATIVE OFFICE: 
82, King William Street, London, E.C.4 
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Shares that 
do not 
depreciate 


5 19/ eecoeee 
4/0 
4 


SUBSCRIPTION 
INCOME | SHARES 





| 
f 
\; 


<9 : 


readily 
The answer ts a ailable from 
é 


The Commercial Bank at Austialia Limited 


where specially trained officers 





obtain Trade Information from all points 


in AUSTRALIA and NEW ZEALAND 





LONDON OFFICE: 12 Old Jewry, E.C.2. 


‘ 
| . ! ONARCH &747-9 re 
| shone: MONARCH TAX PAID 
Enquiries webcomed 
Head Office: 335-339 Collins Street, Melbourne : 
l | Chief New Zealand Office: 328-330 Lambton Quay, Wellington. For small sums of 5/- and upwards at any time. On reaching 
| MORE THAN 700 OTHER OFFICES £25 a paid-up share is issued and the subscription share is : 
| ca kept open for further investments. : 
J 
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PAID-UP SHARES > 


Paid-up Shares are issued in multiples of 
£25. The Lambeth Building Society’s 


shares bought at their face value are repaid 


at their face value. They are not subject INCOME 
to any fluctuation whatsoever. In addition T AX PAID 
4 


there are the following advantages. 





@ No stamp duty, commission er other charges. 
@ Income Tax paid by the Society. 

@ Security of over 100 years standing. 

@ Prompt and easy withdrawal. 


These shares give a return equivalent to £5.13.1d. per cent, and 
£5.4.4d. per cent respectively, subject to Income Tax at 8/6 in the £. 


The Secretary will be pleased to send you fill particulars 


LAMBETH 


BUILDING SOCIETY 


Member of the Building Secieties’ Association 
Assets exceed £5,500,000. Reserves exceed £417,000 





local office in the telephone book.” 


Ask the Man from the 
PRUDENTIAL 





Dept. WG, 112 W ESTMENSTER BRIDGE ROAD, LONDON, S.E.1 
Telephone : WATERLOO 5478 
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THE DECCA RECORD COMPANY 


HIGHEST-EVER TRADING RESULTS 
FURTHER EXPANSION IN ALL FIELDS 


The 26th annual general meeting of 
The Decca Record Company Limjted 
was held on February 17 at Winchester 
House, Old Broad Street, London, E.C.2. 

Sir Cyril E, Entwistle, Q. C., M. C. 
(the Chairman), presided, and in the 
course of his speech said: The Bal- 
ance from the Consolidated Trading 
Account, which amounts to £ 1,729,824, 
shows an increase over that of the 
previous year of £28,618, and is the 
highest ever achieved by the Company. 
After all Charges, including Taxation, 
the net protit for the year amounts to 
£538,331, an increase of £130,423, due 
mainly to the abolition of Excess Pro- 
fits Levy and reduction in the rate of 
income tax. We are recommending a 
Final Dividend on the Ordinary and “A” 
Ordinary shares of 1s. 2d, per share, 
less tax, making a total for the year of 
is, 9d. per share, less tax, which repre- 
sents an increase of 7d. per share, 
allowing for the fact that the capital 
was increased by 87!/2°%o at the end of 
the financial year. The balance of un- 
distributed profits for the year retained 
in the business amounts to £234,584, 
equi valen@ to 43'/2%/e of the net taxed 
profit for the year. The consolidated 
sales for the year were £1,100,000 great- 
er than for the previous year. The Con- 
solidated Balance-sheet, compared with 
the figures for the previous year, sets 
out the position of the Company and its 
subsidiaries at the 31st Marsch, 1955. 
The Company's Fixed Assets have in- 
creased by £330,925, and this together 
with the increase in Current Assets 
reflects the greater volume of the Com- 
pany’s operations, the total of the Bal- 
ance-sheet of £9. 869,480 being £1,643,116 
qreater than that of the previous year. 


REVIEW OF OPERATIONS 


The Record business showed a further 
expansion with increased profits shown 
by both the parent company and our 
subsidiaries in the U.S.A, and Canada. 
Exports were fully maintained and in- 
come from the sale of records overseas 
as a result of local pressings from our 
matrices was considerably qreater than 
for the previous year, 

Both Record Companies on the Con- 
tinent, in which we have a substantial 
interest, Teldec in Germany and Decca 
Italiana, have made substantial pro- 
gress, and are making a satisfactory 
contribution to the profits of the Group. 

The Decca Navigator Division made 
further striking progress during the 
year, with an increase in both marine 
hirings and- sales of special equipment 
for survey work in various parts of the 
world. 

The Decca Radar Division maintained 
its leading position in the Marine 
Radar field, and at the end of the Com- 
pany’s year introduced a new Marine 
Radar which has made an important 
‘contribution towards the turnover for 
the current, year. Exports account for 


about two-thirds of the marine radar 
turnover for the year under review. A 
large amount of Airfield Control Radar 
was sold both at home and abroad, 
including the “Q* Band Millimetric 
Radar installed by the Ministry of Civil 
Aviation at London Airport, The Come 
pany was also entrusted with Govern- 
ment research, development and pro- 
duction projects of the greatest signific- 
ance in connection with the defence 
of the country. . 

, Total exports of the Group amounted 
to £2,600,000, of which no less than 
£800,000 represented sales to the U.S.A, 
and Canada. 


THE CURRENT YEAR 


So far as the current year is con- 
cerned, our Record business has shown 
a substantial increase over that of the 
same period of the previous year, the 
production at our factories being great- 
er than during any similar period. 
Whilst the sales of popular records 
have increased, we have also main- 
tained our leading position in the 
classical recording field. 


THE NAVIGATOR 
Navigator hirings have continued to 


increase at a somewhat higher rate than 
that of previous years. The total con- 
tracts for hire and sale of Decca Navi- 
gator receivers, both for air and marine 
purposes, now total 3,000 units. A Min- 
istry of Transport and Civil Aviation 


circular stated inter alia “the United 
Kingdom believes that it is only by 
using Decca — with its area coverage, 
pictorial presentation and high accu- 
racy characteristics — that the maxi- 
mum flexibility, expedition and safety 
of air traffic can be assured’. 


B.E.A. has decided to equip all its 
main line fleet of aircraft, including 
the 22 new Viscount Majors on order, 
with the Decca Navigational System. 


A striking example of the immense 
value of the Decca Navigator is pro- 
vided by the report of Captain E. R. 
Watts of B.E.A. Viscount G-ANHF, which 
was forced down at Cazaux Airfield, Bor- 
deaux, carly in January, As was report- 
ed in the press. Captain Watts made 
a magnificent landing and subsequently 
paid a remarkable tribute to the Decca 


Navigational equipment fitted to the 
Viscount, - 


SUBSTANTIAL PROGRESS 
IN NEW FIELDS 


In addition to the development of the 
system for navigational purposes, sub- 
stantial progress has been made in 
other fields. The Decca Navigator has 
been of particular value in connection 
with the laying of the Trans-Atlantic 
Telephone cable. Contracts have also 
been received from the Admiralty, South 
African Navy, the U.S. and Canadian 
Governments, and the Netherlands 


Hydrographic 
Guinea. | 

The Bendix Aviation Corporation, De- 
troit, has been extremely active in the 
U.S.A. in connection with the exploi- 
tation of the Decca system and we are 
hopeful that developments of major 
significance will take place during the 
next few years aS a result of our 
close collaboration with them, Further 
contracts have been received from the 
Royal Navy since the close of the 
last financial year. 

Work is in progress on a contract 
with the Royal Swedish Navy for the 
erection of a permanent navigational 
chain of Decca Transmitting Stations 
and it is expected that a chain covering 
the area of Stockholm will be completed 
during 1956 


Department for New 


RADAR 


Orders for the new Marine Radar, to 
which I have already referred, fully 
justified our hopes, and we have at the 
present time a large back log of orders. 

Total contracts of the Radar Division 
outstanding at the present time amounf 
to over £6,000,000. We have maintained 
our leading position in the field of 
Radar in which we specialise and the 
substantial increase in turnover for the 
current year should offset the con- 
tinued rise in Costs. 


PROVISION OF ADDITIONAL 
WORKING CAPITAL 


Output of the Group for the first nine 
months of the current year has shown 
an increase of £2,400,000 equivalent 
to 35 per cent over that of the previous 
year, an expansion jn which all sections 
have participated, 

Apart from the retained profits, this 
increased turnover has been largely 
financed by our Bankers, In order to 
provide for a reduction of the overdraft, 
certain essential capital commitments, 
and additional working capital, your 
Directors have decided to make an offer 
of 1,751,006 *“A* Ordinary shares in the 
proportino of one new share for every 
three Ordinary or “A* Ordinary shares 
held at 17s 6d per share. In orde, to 
provide for this issue it has been 
necessary to increase the _ nominal 
capital to £3,058,437 15s by creation of 
5,000,000 Ordinary shares of 4/-each. 

The resolution to be submitted pro- 
vides that these new shares may bé@ 
issued either as Ordinary shates or “A’ 
Ordinary shares, subject to the same 
restrictions as are applicable to the 
existing “A* Ordinary shares. 

The Directors look forward with 
confidence to the results for the current 
year and anticipate that the dividend 
on the capital as increased by the new 
issue will not be less than that for th 
year under review. 

The report and accounts were 
animously adopted and at a subsequen' 
extraordinary general meeting th 
proposed increase in capital w4% 
adopted. 


un- 
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J. SAMUEL WHITE 
& COMPANY 


A PROFITABLE PERIOD 


The fifty-eighth ordinary genera! meet- 
ing of J. Samuel White & Company, 
Limited was held on February 21st in 
London, Mr J. A. Milne, CBE (chairman 
and managing director), presiding. 


the 
the 


The following is an extract from 
Chairman's circulated Address for 
year ended September 30, 1955: 


Since the issue of the report we have 
received orders for a cargo vessel for 
Messrs Constants, Limited, a _ steel launch 
for Shell Tankers, Ltd., a frigate for the 
Admiralty and a further lifeboat for the 
Royal National Lifeboat Institution. We 
have completed the Light Vessel Flame 
for the Commissioners for the Port of 
Calcutta, the tug Kestral for J. P. Knight, 
Limited, the second Equadorian dest- 
royer, three steel launches for Shell 
Tankers, Limited, one lifeboat for the 
Royal National Lifeboat Institution and 
en inshore minesweeper for the 
Admiralty. 


HEALTHY ORDER BOOK 


The order Book can be considered to 
be in a healthy state, there being suff- 
icient work to keep the Company gain- 
fully employed for the next two or 
three years. 

The cargo vessel referred to above is 
& welcome addition to the desirable 





John S. Allan, D.L. 
Frank Fleming, D.S.O., D.L. 


Alexander Logan McClure, WS. 
Lachlan Mackinnon, D.S.O. 


éJexander Lyon, D.S.O., D.L. 
James A. Mackie, O.B.E. 








The Rt. Hon. The Earl of Feversham, D.S.O., D.L. 
The Rt. Hon. Lord Harlea, K.G., P.C., G.C.M.G. 


Sir George W. Abercromby, Baronet, D.S.O. 


balance between naval and merchant 
work. 


fhe Boatbuilding Department is fully 
empioyed on work in connection with 
the Defence. Programme and for the 


Royal National Lifeboat Institution. 


Somerton Works are also well empl- 
oyed, although the disturbance to pro- 
duction caused by the cancellation of 
some of our aircraft component orders 
due to Government change of policy in 
connection with types of fighter aircraft 
caused some upset during the year. The 
refrigeration business is continually 
expanding and new products are being 
developed which, if proved satisfactory, 
should provide steady employment im 
the near future. 


HIGHER TRADING PROFIT 


Net trading profit of £431,688 is 
£139,025 higher than the previous year. 
From this, however, should be deducted 
£54,197 having reference to profits aris- 
ing from previous year's trading. 


Your Board again consider it advisable 
to continue their policy of placing as 
much as possible to reserve and propose 
transferring £32,500 to Plant and Equip- 
ment Replacement Reserve, £50,000 to 
General Reserve and £25,000 to Supex- 
annuation Reserve. 


We are also due to receive a further 
£22,500 for what is considered to be the 
loss of an asset. As in 1954, this sum has 
been placed direct to Plant and Equip- 
ment Replacement Reserve. The reserves 
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CLYDESDALE & NORTH OF SCOTLAN 


DIRECTORS: 


Sir Harold E. Yarrow, Baronet, C.B.E., LL.D., Chairman. 


Robert Laidlaw, Deputy Chairman. 


The Rt. Hon. Lord Maclay, K.B.E. 


Andrew Mitchell. 
Robert Alistair Murray. 


Willam Thyne. 


NORTHERN AREA LOCAL BOARD 
Frank Fleming, D.S.O., D.L., Chairman. 


George Robb. 
John J. Campbell, Genera! Manager. 


STATEMENT OF ACCOUNTS—31ST DECEMBER, 1955. 


LIABILITIES 1955 P eile Dias i ae ee snl 1955 7054 
Paid-up Capital . £2,441,000 £2,441,000 | Coin, Note 
Reser Fund Nichi kt citadel 3,700,000 3,700,000 | Bank of England ....... a .. £25,795,382 £23,603,908 
Notes i ____ 22,995,673 21,675,443 | Balances with and Cheques on 
Caine ee Other BankS ceccccccccccceneeenenenne 28128,555 26,375,125 
| Current, Deposit and Other : 4 
Accc¢ 170,921,798 179,579,702 | Money at Call and Short Notice 
Asean ah fanaa... 12022260 10,070,352 in London 3 cavum 16,885,000 17,175,000 
i 7 eee ee es i c Advances to Customers and other 
] | Bills Discounted ......---c000- ‘ 179,308 204,158 
i ee NE i tesccniaicnnihananmine 85,818.°83 92.052,276 
| j Accounts es as ; ; 42,199,376 46,970,555 
it Liability of Customers for Accep- era 
i tances and Engagements 12,022,260 10 070 352 
i Bank Premises and Properties ........ 1,382,233 1,350,610 
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now total £795,000, an increase of 
£130,000 over the previous year. 


With reference to the dividend on 
the Ordinary Shareholding, in view of 
the successful year it is recommended 
that the bonus of 5 per cent, less tax, 
agreed to last year, be repeated in addi- 
tion to the 7'/2 percent final dividend. 

The 
adopted. 


MARTINS BANK 
LIMITED 


ANNUAL GENERAL MEETING 


The one hundred and twenty-fifth 
annual general meeting of Martins Bank 
Limited was held yesterday at the head 
office, Liverpool. Sir A. Harold Bibby, 
DSO, DL, Chairman of the Bank, presided. 


The notice convening the meeting and 
auditors’ report were read, 


The report and 
were adopted. 


report and accounts were 


accounts for 1955 


Resolutions were passed re-electing 
the retiring directors and fixing the 
auditors’ remuneration. 


A vote of thanks was unanimously 
accorded tho Sir A. Harold Bibby for 
presiding. 


The chief general manager, Mr M. 
Conacher, replied to the tribute to the 
staff. 





BIRD & COMPANY 
(AFRICA) 


EARNING CAPACITY 
SUBSTANTIALLY MAINTAINED 
SIR ELDRED HITCHCOCK ON 
THE SISAL OUTLOOK 


The Thirty-Eighth Annual General 
Meeting of Bird and Company (Africa), 
Limited, will be held on March 10 at 
Tanga, Tanganyika. 


The following is an extract from the 
circulated statement of the chairman and 
managing director, Sir Eldred “litsch- 
Cox, C.B.E.:— 


For the year to June 30, 1955, the net 
profit was £246,015, compared with 
£254,824 in the previous year, and alter 
taxation £198,515, against £211,923. 


Your directors recommend a final divi- 
dend of 10 per cent., making 17'/: per 
cent., less tax, for the year, the same as 
in the previous year. The total dividend 
requires £98,438 out of the net profit 
earned after tax of £198,515, the balance 
being used to strengthen our position. 


THE SISAL OUTLOOK 


During the year the sisal price fell to 
ander £70 c.i.f. United Kingdom for No. 1 
grade —the lowest level since the war. 
It has since recovered to between £80 
and £90, and in spite of some temporary 
weakness the future outlook appears 
sound. The world carry-over of ali hard 
fibres at the end of 1954 of 66,000 tons 
was reduced by the end of 1955 to 21,000 
tons—about two weeks’ production. 
World production increased, but demand 
increased at a still greater rate. Tan- 
ganyike production for the year showed 
e slight decline, and estimated world 
commercial demand for al! hard fibres 
was 550,900 tons and available pro- 
duction for export 510,000, of which 
sisal was 395,000 tons, the East African 
production being substantially over half. 


The year saw the cessation of merican 
Government sisal stock-piling, but this 
was more than made good by the 
demand from ‘merican industry. The 
stockpile is to be physically rotated in a 
manner which should not affect normal 
market operations or price. 


The American scene was, however, 
the main centre of the decline in the 
sisal price which set in during the earlier 
part of 1955. The consumption by Ameri- 
can agriculture of baler twine increased 
from186,000,000Ib. in 1954 to 221,000,0001b. 
in 1955. But of this record quantity, just 
over half, against one-hird inthe previous 
year, consisted of foreign twine imports, 
mainly from Mexico, based on taw 
material issued at artifically low prices 
and at labour rates below American or 
British standards. The use of unofficial 
exchange rates—the official rate of the 
cruzeiro to the dollar is 18, whereas the 
unofficial rate fluctuated around 80—also 
remained an _ intractable factor in 
respect of Brazil. The interests of world 
hard fibre producers are better served 
by a stable American and Canadian 
‘pinning industry than one undermined 


by artifically priced imports of foreign 
twines. If the American industry is 
allowed to run down on the present 
scale a serious strategic and security 
situation might arise, nor are the 
agricultural interests of American and 
Canada in the long run benefited. The 
East African industry support any 
measures which may be taken to redress 
the unsatisfactory situation 


There is now every prospect that 4 
reasonable price level will be maintained 
and a greater measure of stability and 
confidence given to producers and 
consumers. 


EAST AFRICAN ROYAL COMMISSION 
REPORT 


This report is a breath of fresh air to 
economic and administrative thinking in 
East Africa. Two points call for tom- 
ment; timing, especially in relation to 
tribal society; and finance. To implement 
some of the more important proposals a 
substantial Exchequer Grant to the 
Colonial Office is necessary, and better 
access to long term capital for colonial 
private enterprise. Why should not a 
larger proportion of the earnings of the 
colonies in the dollar “pool“ and sterling 
balances,currency funds, &c., be available 
for their development? Financial support 
on a major scale seems too frequently 
to follow trouble—eg., Mau Mau, 
instead of preceding it to the greater 
benefit and economy of all concerned. 


The commission drew, attention to the 
poverty of East Africa, not only in 
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natural resources and fertility, but parti. 
culary in human know-how. Unless for 
some time ahead, greater encouragement 
were given to suitable immigrants of a|! 
races with this know-how, then the 
economic advancement and standard of 
the indigenous Heoples would be 
obstructed and retarded. Official policy 
and practice seem to have been un: 
influenced by this salutary advice. 


This company are the larges employers 
of labour in private enterprise in East or 
Central Africa. Our experience is that 
the great majority of Africans prefer 
leisure to money, no matter what con 
sumer goods are available, when once 
a low target cash wage has been reached 
Indirect costs—housing, food, medical, 
water supplies, &c.— amount to three io 
four times the cash wages paid. It is one 
of the dilemmas of economics in this 
part of Africa facing every employer 
that an increase in the wage rate results 
in general in a corresponding fall in 
output, This basic fact appears to have 
been insufficiently understood or 
recognized by the Royal Commission 
We shall neglect the “tempo of Africa‘ 
at our peril. It is true that a slowly 
expanding mincrity respond to economic 
incentives which we do our best to 
encourage in every way. 


The Commission trenchantly observes 
that the most important economic ex 
pansion of East Africa occurred inde 
pendently of Government “plans* and 
owes nothing to them. The Sisal industry 
is a case in point. 


THE ROYAL BANK OF SCOTLAND 


GLYN, MILLS & CO. 


WILLIAMS DEACON’'S BANK LTD. 
CONSOLIDATED STATEMENT OF ACCOUNTS, 31st DECEMBER, 195$ 


CAPITAL AND RESERVES— 
Capital, Authorised and Issued . 
Reserve Fund 
Balance of Profit ‘and Loss ‘Account 


e e uF os e e 
« € « e 6 ot a © « 
o =F 6.2 a9 © 


@ 
. e 5, 
5, 


CURRENT LIABILITIES AND OTHER ACCOUNTS— 


Current, Deposit and Other Accounts, nee ares and 


Reserves for Contingencies 
Notes in Circulation . 


319, 
4, 


Proposed Fira! Dividend, less Income Tar, ‘payable 15th March, sent 
ACCEPTANCES, CONFIRMED CREDITS AND en ee 


ON ACCOUNT OF CUSTOMERS 


334,934,312 
4 32,742,331 
£379,242,951 


TNE SRE RES LR SEG ELS EEE EE A SS SEE TL LETS LT CN SS 


CURRENTS ASSETS— 


Coin, Bank Notes and Balances with the Bank of Bngiand 
Balances with, and Cheques in course of collection, Other Beaks 


in the British Isles. . 
Money at Cal! and Short Notice . ‘ 
Bilis Discounted— 

British Treasury oe ‘ 

Other Bills oii 


investments— 


{a} Quoted— et or under market value: 


£ 
35,170,658 


22,887,157 
43,151,018 


43,124,638 


Securities of or guaranted by the British Government 


Dominion and Colonial 


Government 


Securities, 


Corporation Stocks and other Securities 


(b} Unquoted— at cost, less reserve 


Advances to Customers and Other Accounts, _ provision 


for doubtful debts ... . 


TRADE INVESTMENTS— 

at cost, less reserve . . . « « 
FIXED ASSETS— 

Bank Premises and Other Properties, 
written off 


CREDITS AND OTHER OBLIGATIONS 


o °F Or-# 2 ’ ‘ e 


@2 422,229 
105,459,853 


at cost, less amount 
LIABILITIES OF CUSTOMERS | FOR ACCEPTANCES, CONFIRMED 


3,590,714 
32,742,331 
£379,242, 951 


EL TS ES ET SSE TE ET TNE I LS EE TE ST EE TS TT NMG S 
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BROOM 
AND WADE 


The twenty first annual general meet- 
ing of Broom and Wade Limited was 
held on February 22nd at High Wycombe, 
Mr Harry S. Broom, MIMechE, chairman 
and joint managing director, presiding. 


The following are extracts from his 
address circulated: 


For the year to September 30th last 
the value of the turnover was again 
increased, this time by nearly 9 per cent. 
The consolidated profit, before tax, 
shows a new record of £558,067, compar- 
red with £523,744, last year, It is recom- 
mended that the total dividend on the 
Ordinary stock be 10 per cent, the same 
as last year, when the dividend was in- 
creased from a comparable rate of 7 per 
cent to 10 per cent. 


The only other allocation of profit re- 
commended is that to General Reserve of 
£150,000, making the total of this re- 
serve £400,000. _The total revenue re- 
serves on the consolidated Balance 
Shet, £1,323,194, now exceeds the Nom- 
inal value of the Ordinary stock of 
£1,250,000, which is a reflection of our 
continued policy of ploughing back pro- 
fits to help pay for our steady and con- 
sistent expansion. 

We have now completed 21 years as 
Public Company, and I would say that 
the last year has been one that has tried 
our organisation to the utmost limits. 
Since your Company was formed in 1935 





































The Seventh Annual Generai Meet- 
ing of Teacher (Distillers) Limited was 
held on February 2ist in Glasgow. 


Mr. R. M, Teacher, the Chairman, 
presided and, in the course of his 
speech, said: The gross profit for the 
year to September 30, 1955, shows a 
slight drop on last year from £604,841 
to £598,700, but the net profit for the 
Group is £269,769 as against £264,011, 
the increase being accounted for by a 
smaller amount, required for taxation 
at £285,476 -compared with £314,769. 
In maintaining the dividend at 12'/2 
per cent for the year, the Board feels 
that it is necessary to continue to con- 
serve our finances, not only to meet the 
rising costs with which we are faced, 
but to carry on the reconstruction and 
modernisation of our plant and buil- 
dings. Like most industries at present, 
the principal cost to be met is the rise 
in wages, Over and above that we 
have to budget for the increased cost 
of the postwar production, as the pre- 
war stocks run out and the former stocks 
reach maturity, which we require to 
continue our policy of quality for 
HIGHLAND CREAM rather than quan- 
tity but at the same time releasing the 
maximum quantity when the stocks 
become available 


With the availability of stocks, sales 
have increased both in the Home and 


TEACHER (DISTILLERS) LIMITED 


the turnover has increased more than 
seventeenfold, not by any sudden jump, 
but by a steady upward trend. Both home 
and export sales have shared this steady 
mcrease, in spite of the fact that ex- 
Ports virtually ceased during the war. 
This has been achieved with a staff 
which has grown up with us, with very 
little outside help. 


Whilst we have the labour we require, 
at the moment, we are still finding it 
difficult to maintain the numbers and 
increase them to meet our expanding pro- 
duction facilities. One result of improved 
production methods and increasing out- 
put is that our piecework system has 
become “* out of step,” resulting in un- 
balanced earnings amongst our work- 
people, We have therefore sought out- 
side assistance, by a well-known firm of 
industrial consultants, in correcting the 
faults in the existing system. 


The building extensions are still going 
ahead, and during the year the first sec- 
tion of a large additional factory on our 
present site was completed. The whole 
building will take some 18 months to 
complete, and will cost around £250,000. 


Few Chairmen would be willing to 
forcecast general sales prospects under 
today’s inflationary conditions. I can 
only say this: we have held our prices 
down to little above those of a year ago, 
in spite of the increases in wages and 
materials; we have an excellent order 
book and we are busy with develop- 
ments which should lead to increased 
business. 


Expert markets. The demand for 
Scotch Whisky in the United States 
shows no signs of falling off, and our 
representatives, as in almost all mar- 
kets, still have a hard time in carry- 
ing out their excellent work of fair and 
equitable distribution. As I indicated 
last year, the consumption of Scotch 
Whisky generally in Canada continues 
to slowly lose ground, and this can 
only be accounted for by the conside- 
rable difference in the retail price 
between it and domestic whisky. Our 
Brand continues to gain in popularity 
in South Africa and to steadily regain 
in New Zealand where import restric- 
tions had been in force and have now 
been eased. There is, however, no sign 
of any relaxation of the restrictions 
of imports to Australia, and, as was 
the case last year, currency difficul- 
ties still virtually close most of the 
South American market, and some 
others, notably Egypt, 

In spite of the demands of the Ex- 
port trade, we have continued to make 
more and more available for the 
Home trade, but it still falls short of 
requirements. Such a situation can 
very rapidly change through the inci- 
dence of high taxation on the com- 
modity itself, and, as I have stressed 
before, by the increase in purchase 
tax and the growth of hire purchase. 

The report was adopted. 
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Our Australian Company had an ex- 
tremely good year, and they took well 
over a quarter of our total exports. 
South African sales have been main- 
tained, but difficulty in obtaining ‘mpert 
licences has restricted expansion in that 
very favourable market. 


The report and accounts were ad- 
opted. 


LLOYDS BANK 
LIMITED 


ANNUAL GENERAL MEETING 
The annual meeting of Lloyds Bank 
Limited was held on February 17th at 
the Head Office, 71 Lombard Street, E.C. 


The Right Hon. Sir Oliver Franks, 
G.C.M.G., K.C.B. C.B.E., the chairman, 
presided. 


With the concurrence of the members 
present the report and accounts and the 
statement by the chairman, al] of which 
had been previously circulated, were 
taken as read. 


The report and accounts were adopied 
and the other ordinary business was 
transacted. 


Votes of thanks were passed to the 
chairman and directors and to the staff. 


SOUTH ESSEX 
WATERWORKS 


The annual general meeting of the 
South Essex Waterworks Company wes 
held on February 17th in London, Mr 
G. Francis Stringer, OBE, chairman, 
presiding. 


The following is an extract from his 
statement: 


The past year has been one of vely 
considerable activity in aH spheres of 
the Company's work. There is a total 
net increase in Capital Expenditure 
during the year of £734,739 and com- 
mitments for Capital Expenditure have 
been entered into amounting to £350,076. 
An Issue of £200,000 4'/2 per cent 
Redeemable Debenture Stock, 1980-81 
was made in August, 1955, and a further 
issue of £500,000 5 per cent Redeemable 


Stock, 1980-81 was made in December, 
1955. 

There is an increase of £29,841 in 
gross revenue. Income from domestic 
and metered supplies was in excess of 
the previous year’s figures and the 
work undertaken in -providing new 


services for 6,274 dwellings erected and 
occupied during the year gives some 
indication of the pressure under which 
all departments were working during 
the year. The very considerable increase 
in the demands for water, particularly 
since July, from all classes of industrial 
users, has fully vindicated the action 
of the Board in prohibiting unti! further 
notice the use of any water supplied 
by the Company for the purpose of 
watering private gardens or washing 
private motor cars by means of 4 
hosepipe. 

The report and accounts were adopted 
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Aerial view featuring the surface installations of the Zine Corporation mine (foreground) and New Broken Hill 
Consolidated mine (left background) at Broken Hill, Australia. 


The Zinc Corporation and New Broken Hill Consol- 


idated are Australian members of the C.Z.C. group, a vigorous 
partnership actively engaged in developing the resources of the Com- 
monwealth. 

These companies mine lead and zinc ores at Broken Hill, N.S.W. 
Zinc concentrates obtained from these ores are treated at Avonmouth 


by the United Kingdom member of the group, Imperial Smelting 
Corporation. 


companies within 


THE CONSOLIDATED ZINC CORPORATION LIMITED 


37 DOVER STREET, LONDON, W.1. 95 COLLINS STREET, MELBOURNE, C.1. 360 St. JAMES STREET, WEST, MONTREAL, ¢ 





